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Guidelines ar^ provided to assist^rn the 
interpretation of the • regulatory requirements .^regarding disbursement 
of funds to students\ui[ider Title iV student aid programs. Attention 
is also directed to the higher education community's gelJE-regula.t ion 
initiatives regarding refund and repayment, as well as^the Department 
of Education ' s ^regulations jln this area. The section on disbursement 
covers the disbursement process and methods of disbursing financial 
aid, including disbursement of PelJ Grants, Supplemental pducational 
Opportunity Grants, Nat ional , Di rect Student I^toans, ^dllege Work-Study 
aid, and Guaranteed Student Loans. The following phases of the 
disbursement process are addressed: authorization of, the' payment of 
aid, assignment and application of aid to institutional charges, and 
payout of any remaining balances to the student . l^isbursement methods 
that are covered include cash, payment voucher pr check, or credit to 
a. student's acfcount. The neict .section covers policies and procedures 
relating to refunds, and repayments required^by changes in students' 
eligibility for aid. Appended are examples of refund policies that 
have been developed by various types of institutions, as well as case 
studies'^^to provide self-learning appli'^cat ions . In addition, three 
case studies are provided , that demonstrate the calculation of refurtds 
and repayments at nonterm-based and clbGdc^-hour institutions. (SW) 
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UNITED STATES .DEPARTMENT OF EDUCATION. 

OFFICE OJ^JHE. ASSISTANT SECRETARY FOR P0S13EC0NDARY EDUCATION 

March 1984 V 

) t > ■ 

> STUDENT . 

V ' ' * - FINANCIAL ASSISTANCE 

r ^ ■ * ' PROGRAMS 

\. ^ ? . . - ^ GEN-84-2 

Dean Colleague: . , - 

Each institution participating in the Title IV student ai'd programs is required 
to disburse funds to, students in accordance with regulatory* requirements; In 
^orIrw2"^^ ''equired, as.^ means for dealirrg with students who 

receive financial aid and later terminate thei.r enrqllment. to have pq^licies 

obligations to the .institution,, the amount of aid 
to retain, and the amount that is to be returned to 



which evaluate the student's 
that the student is entitled 
the Title IV programs. 



. This monograph, A Guide to D isbursement. Refund, and .Repayment .' siimm;»n-7Pc and 
provides guidance in tne ii;itet«pretation ot the regulatory requirements regarding 
disbursement. -The monograph also ^reiterates the higher education community's 
self-regulation initiatives relative to refund and repayment as well as clarifies' 
the Department's regulations in this area. ^ ' • ! ^ 

Itlw^M^^ l^"^^^ moiiographs t-o be distributed between' December, 1^83 
and March, 1984. The. first of these. The Use of Automated Data Management in the 
Institu tional De li/er y of Student Financial Aid : m^u^r\ ./^ i . p,,-^, 
administrators and fiscal.otncers in. December 1983. The second monograph, A 
GuTde to the Repa.vment of Multiple National Di rect !^^^. ^dent LoaAs . was mailed to 
•institutions in February 1984. ' — \ • 

fiiany individuals have helped in the .preparation of this publication. The primary' 
authors are Marty Guthrie- afnd Renee Rappaport, Assistant Directors for the 
Student Financial Assistance Training Program (SFATP), The effort was 
coordinated by Barbara J. Kay, Director, SFATP. Staff in the Office of Student 
unancial Assistance contributed to and reviewed the monograph. 

■ ■ Sincerely, 




Daniel R.. Lau 
Acting Director 
Program Services 



Edward M. Elmendorf 
Assistant Secj'etary for' 
Postsecondary Education 
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INTRODUCTION ^ 

This monograph provi^des" information f or . i n-B t i t u t i on a 1 personnel on 
disbursement refund, ^ and repayment requirements for programs authorized 
under Title IV of the Higher Educatfon Act of 1965, as amended. Section 
One, 'iDisbursement," summarizes arid provides guidance In the interpretation 
of -trie Regulatory requirements regarding the disbursement of Title IV aid. 
Section T^O is tit led "Refund . and Repayment." This section . reiterates the 
higher education community's self-regulation '"initiatives in this ar^a, a-s 
well as clarifies the Department of * Education' s regulations relative to 
refunds and repayments. ... \ 

Wathin the context of thijs^ pybl ication, the term "disburSenient" relates 
to the delivery of authorj'zed aid to stu(dents and„ not to the flow of, 
a.uthdri^ied dollars to institutions from EDPMTS by ' ei ther ca^sh • ad vance 
request or letter o f^c;j;ed i t The term "ref und'i relates to/any money 
ap|);ied. against irist i tuVibn^l ., cJharges (i.e., dollars applied* to the 
student's account) and the Vterm "repayment" relates to cas^ * disbursements 
of aid made directly to thd student for use f or- non-inst i tut ional ' costs. 

The fiTial section of . this- monograph contains thr6e appendices.^ 
Appendix A, gives examples o^ refund' policies which have been developed by 
various types of institutions.,, Appendices B.and C i-nclude case stu^i^s to 
provide, self-learning -appl icdtions of ^^.th'e in'f ormat ion presented in Section 
Two. Appendix B con t a i' ns ^ th^ree^ G,as-e s t ud i es- which 'demonstrate . the 
calculation of refunds- and "Repayments at traditional' institutions. 
Appendix C contains, thtee^case studies which demonstrate t^ae calculation ofi 
refunds and Prepayments at non-term '^iDased and clock hour institutions. 

The inform^^tion prov^ided in the"^ monograph should help ^the reader to: 

1. . Disburse stjudent aid funds in accordance ^with the Title ly 

regulations; 

2. Be aware^of some the rout ine disbursement problems ^nd how 
to alleviate them; . . - , 

^ 3. Develop an . institutional refund &ncjl""'repaymeni: policy; «and 
4. , Calculate refunds and repayments. 

The Student Financ^faJ. Assistance Training Program wishes'^ to express ' 
appreciation to those'-of ou r/co 1 leagues wha'so w i 1 1 ing lyL^sbared their- 
institutional refund ^and repayment policies with us for inclusion in this 
monograph, ' . • 

• - . ■ - ■ ~ . ■ ■ - ( . • 



ERIC 



' section one 

i ■ ' ■ 

The disbursement of student financial aid funds is a- complex process 
involving both the financial aid office ^nd the fiscal office. The term 
"disbursement" is defined as the institutional tr.finsfer of funds awarded to 
a student. It is the- purpose of this section to detail disbursement^ 
requirements for the Title IV student aid programs. Some of the ■ 
information containecS herein, however/ might bq useful for non-Title IV* aid 
sources as well. ' , ' 

Disbursement ^ 

The disbursement process begins when'^aid is awarded-r ' « is a.war.ded by 
the 'financial aid office, based upon financial need and ti..: tunds that are 
available at the • ins ti tut ion. A student's award is the maximum ^anjount of 
moaey that the • in s t i tu t i on is able to offer a stucJent. for a designated 
per iod of . enrol Iment. The sttrdent is nx) ti f i ed ' by. an awatd letter. 
Information on how, when and where to claim the-s awards may.be included with 
the award letter. - (This inf ormat iop-should also be available as^, students 
arrive at the institution.)' Depending upon inst i tut i ona L- pol icy r the. 
student ^nay accept (or- decline) all or a part of his/her awards, .usually 
via an .acceptance/declination form, and must vi.otify the v s t i tu bi or in 
writing of his/her decision. ^ ' . v , ' 

Once aid is accepted, the disbursement proce?: formally begins. It voay 
be accomplished in a variety of methods which wy: l be discussed in greater 
detail throughout this section. ... , 

' It is important to. note that regulations require that awardin- and 
disbursing aid must be carr^ieS out independently. . Wording in the Ge?^.ora.l 
Provisions regulations, (Section 668.16 (d) , December 31, 198.0> requia:*q.s 
that these functions be located in two different offices. The ..fundam^mtal 
'separation Here,' however,^ is that of decisi.on-making. Einal depisions in 
these two functions must not be made by the same person. An- in^;t i tution's 
internal .control procedures must provide for- this requirement. j 

Establishing Policies' ^ and Procedures for Disbursemerit of Student ?Ji6_ 

Due .to the compl ex na t u re of the disbursement process, it is very 
important that the institution set clear* " ind uhiforih policies and 
procedures to guide the financial aid and- fisdal offic^sl. Dclng so will 
assist the 'institution in complying with federal ■ guidel in^s gove'rni^-^g the 
nTitle IV aid programs. As an aid to establ ishing the necessary policies 
and procedures, - the disbursement requirements ^common tOf a'l 1 programs will 
be discussed here. Disbursement requirements specific to each program will 
be reviewed "^under the program headings. 

" ' ^ . • 

Aid disbu^rsement should, be coordinate^ with the institution's bJxling 
cycle. I& this is not poss ible , ^.aome raeans must be found to cai.?*:, the 
student ■ until tiis or* her aid'/ award i s. • received. All disbursement 
transactio^ns that occur must be carefully documentr *^ to provide a complete 
rd^cord for each student and to insure ins ti tut ion.-l accountability for aid 
f ufid s . ^ / ' I ^ 



institutions begin billing students as early as two months before the 
start of classes. 'Although award funds may be assigned to' specific charqes 
on the student'^ master record, "the award itself may be revised seve?^l 
'Itl^^^^ classes beWin. For this Reason, aid should not ' be applied as 

the students invoices^^r tuition, fees and housing ar-e being p'repared. ...^ 
a ' * ■ - 

^One of the major problems in the disbursement process is to achieve 
sufficient coordination so that insti tuti-onal fiscal needs are met, 
students receive funds when they ,need them, and no- overawards that occur go 
^iln^ln"; ^ way to help insure coordination is to establish "la central 

T^u u u base that can be used by the entire institution. This may 
e^ither be^ housed in f i le '^folders or be part of a computer-based system. A 
.cfnhral file insures that information in the, financial aid office and 
f iscial- of f ice is the same; thus the potential f-or errors stemming from 
incomplete, incorrect, or inconsistent' data is decreased. . 

/ A master record should be established for each aid recipient recording: 

Aid "awarded, accepted, and disbursed; - 

Institutional charges; 

Room and board charges; 

Refunds; and 

Other aid-related tiraflsactions . , 
Disbursement Process ^ . ' 

The disbursement process consists of three phases: ^ \ 

• Phase Ooet Authpr izat ion of the payment of aid; 

• Phase -Two: Assignment and application of aid to institutional • 

charges; and - 

• Phase Three": Payout of any remaining balances "to student. 
• ' Phase- One , " ■ ■ 

t-rior tfo.,4:he actual authorization of the payment of aid, the student's ■ 
eligibility for payment must be verified. It 'is the responsibility ' of the 
tinancial ai| office to determine that a student is -reg istered and is 
^fF'^y^.":^. the minimum requited number, of credit hours to maintain- 
eligibility for aid. The financial aid admiriistrator must alho verify that 
a. student is making acitual progress toward the completion of his/her 
educational ^objective. - 

Although federal regulations gover-ning the.. Title IV programs provide 
the parameters for the .establishment and- enforcement of. sa t i s-f aotor y 
progress standards at institutions, the" st-andards are to be developed by 
the institution. So as institution's vary, satisfactory progress standards 
will vary; however, standards at all institutions^ will have some Common, 
elements.. These elemeht-s, which enable - sati ^f^ctory progress to be 
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measured, ihclude the following which were indicated in the October 6 
General Provisions regulations, Section 668.16 (e) (3) ( i) through (y): 

(i) Grades'^, . ' work projects completed or compar;- 
, able factors which are measurable , against a 

norm; * > ^ 

(ii) ^ A maximum time frame in which , the student 
\ ^ mpst complete his or her educational objec- 
tive, degree,, or cer tificate. The time 

• frame shall be 

'(A) .Determined by the institution, 

(B) Based" on the s tudent ' s/ enrollment 
status*, and .t^. 

(C) Divided into increments • no.t to exceed 
one academic year. " ..At the end of eacH 
increment, the institution 'shall 
dlfet ermine wh^ether the student h!as 
successfully completed a minimum per- 
centage of work toward his or. her 

« educational ^objective, degree,' or 

certificate for all increments com- 
' • pleted'. ' The minimum, percentage of 

work shall be the percentage repre- » 
serited by the number of increments 
\" completed by the' student compared to 
.\the maximum time frame ^et ' by 'the 
Vnst i tut ion; ^ ^ . 

. ' . * ' please note: Based^ on comments 

received after' these regulations were * 
published on'^October 6, 1983, Section 
' 668.16 (e) (3) (ii) (C) was subsequently 

clarified by a December 21, ^1983 "Dear 
Colleague" letter. In lieu, bf a 
published specific percentage of 
" . completion,, the insti tution will be 

, required to e s t a b 1 i s'h a ^^'chedule * ^r., 
designating the minimum percentage or 
amount of work that a student must, 
s^uccess f ul ly complete at the end of 
each increment in order to complete! the 
educational objective, degree^, or. . ^ 
' .certificate'' within the established 
maximum time frame. At the eod of each 
increment, the ^inst i tutio.n would then " ^ 
be required to determine thatthe" 
student . had successfully completed at 
least the approp,riate percentage oi^. * 
amount of work accord ing to the 
, ' schedule. 



Note als6 that, not withstanding the 
response to the related comment on' page 
•45672 of the , Federal Ragi stery the 
Department v^ill allow an institution to 
-set a maximum number of credits 
attempted, to be used as the functional 
equivalent of its max imum , tirtie frame. 
For /example, an institution may wish to 
e^t^blish 5 years as its maximum tin\e 
frame for a full-time student. It may 
then equate that maximum time frame to 
a specified .number of hours attempted, 
' e.g., 160 ' semester hours. Then, once a 
student has attempted 160 Seipester 
hoyrs, he or she will be considered to 
have ^^^ttended the ihstitution for the' 
maximum t'ime allowed.- The use of a 
maximum number of hours attempted for 
. the maximum time frame is more workable 
for many institutions since the problem 
^ of frequent modification of the length 
of the tfime franie, for frequent Changes 
in the 'student's enrollment 'status, 
ceases tq exist. 

. . ' 

Further, in conjunction with the use of \ 
a maximum number of cred its' attempted, 
a school may wish to. set . -a qertain 
^ required compl e t i on -r a t6 for work 

attempted each term or each academic 
year (e.g., stating that 75% of ^he 
work. attempted during the academic year 
has to be successfully completed). 
This would satisfy the requirement for 
an incremental' mea>surement of the 
student's progress an^S' thus could be 
\ used in lieu of a schedule,, as noted 
"\ above. , i , r . 

\ • ' • ■ ' 

Consistent application of' standard'^ to all 
stud^ts within, categories of students, 
e.g., fjall-time, part-time, undergraduates, 
graduate .students, and programs established 
by the ivnstitution; /\ •' 

Specific N^olicies defining the effect of 
course i\n completes, withdrawals," 
repetitions^ and nonc,redit remedial courses 
on sa'tis-f acteufy prbgro-^'?; and . -> 

Specific procedures „ for appeal of a 
detfermination that & student is not making 
satisfactory progress and for reinstatement 
of aid; . 



In addition, such standards must bonform with those of the 
"institution's naeiona\ly recognized accrediting agency, if, the institution 
must, be -accredited and if the agency hds such standards. -iPinariy, the 
standards must be cthe same' or stricter than the institution's standards for 
students who are in the same academic program and iho are not receiving aid 
under a Title IV. program. 

The preamble to the October 6, 1983. General Provisions regulations 
regarding satisfactory academic progress speaks to the timd^s at^ which , 
satisfactory progress must be verified. It states that ."...the institution" 
must' make the determination tihat the studfent. is maintaining sat isf act:ocy 
progress -for each payment period and for institutional certification 'of 
each Guarant^'ed^Student Loan Or PLUS Loan applicatipn or Pell Grant ADS 
Request for Payment form." (p. 45671) 

Once the ,findY»-cial aid office has determined tha't the student is 
registered, is carrying the m i n i mum- r equ i red number of credit hours^to 
maintain eligibility for aid, and is making satisfactory academic progre^si,^ 
the financial aid office verifies the student's eligibility for , payment.; 
Thi-s information,- communicated to the fiscal office, is the first phase -Jf 
disbursement.' The verification may be transmitted in a variety o^. forms 
ranging from manually-prepared lists to au toma ted . ■ tr ans f er s between 

computer files. , , ^ - 

■ • > I ■ > ■ ' . 

' on authorization, the aid funds may' be charged to. the appropriate fund 
control accounts. /Although thi's phase may begin just prior to tY)e start of 
classes^ the actual ' disbursement should not begin until the beginning of- 
the term: This incl-udes the on-campus registration, period for the 
semester, tr*imesfer' or cfuafter. It does not ihcTude the mail-in 
registration if this occurred in the previous semester-, trimester. or 
quarter. • \ 

Phase Two 

The second phase in the disbursem.ent process i§/ the apf)lication of aid 
to institutional charges. THe institution should establish a priority 
' order for assigning the aid. First priority in, assignment might be tuition 
and fees, followed by room -and board, with the remaining balance paid out 
directlYsp to the student. ' • . . .. 

The institution may also wish to establish a policy which states in 
what orderi' (i.e. programs), aid is credited to a student's account. " (Some 
types of aid may be restricted to coverin.g tuitio.n^and fees only or 
- institutional charges only. Such-restrictions may. ffreclude cash payments 
to students.) This information could be useful -in determining the 
compos-ition of a stOfdent's cash payment in the" event of wi'thdrawal and the 
necessity to repay funds received. This problem is dealt with in- more 
detail in the discussion of tepayments in Section Two of this publication. 

P'h-ase Three ' . , ■ , • ' 

Prior to completing the third phase of thfe disbursement' process, that 
of paying the reiffaining balance to the student, the financial aid office 
•• should again make certain that the student is- registered £or the - required 
number of hours. Federal regulations (January 19, 1981 ^DSL, CW-S and SEOG^ 
' regulations, Sfecti^ns, 674.9, 67^5.9 676.9 , respectively; and December 30, 
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xl980 Pell Grant requlotions. Section 690.4) require that institutions have 
a procedure tor clfctocmining that a student is eligible Cor payment prior to 
disbursement, when at least half-time status is required, the minimum 
vrequirement at institutions with standard academic terms? is 6 credit hours 
per semester, trimester or quarter. At schools which measure proqress in 
clvock.hours, the minimum requirement is 12 cVock hours per week. 

Ifvthe student's enrollment status is- in order, the actual disbursement 
of funds may be accompl islied. This may be done in any of several methods 
(or combinations) : 

•• , Check; 

• Payment voucher; or ^ 

• Cash. 

At some point during phase two or phase three in the disbursement 
process, the student should be given some variation of a "disbursement 
advice form." The form should state: 



The amount and type of aid received; 



, • The amount of aid (if any) applied to tuition,, fees, room or 
board charges; and 

' • The amount of aid remaining to be paid to the student: 

All institutional ly control led aid shou^ld be included on one form It 
should be noted that such a form can fulfill the receipt -.requirement's for 
NDSL and federal grant funds credited to a student's account. 

The timing of disbursements is mandated by federal regulation. The 
academic year and payment period for each program of study must be clearly 
defined in writing. The institution's policy on the freqqency of 
disbursements within a , pa ymen t per i od mgst also be clearly defined in 
^•7^^^^"'^* (^^""a'^y 19' 1981 NDSL, CW-S and SEOG regulations. Sections 
674.16; 675. ;6 and 676.16 respectively; and December 30, 1980 pell Grant 
regulations. Section 690.3.) ^ „ 

' 1. ' 
Federal regulations regarding the audit trails for the Title iv 
programs contain specific requirements related to disbursement An 
inst^itution is required to retain any cancelled checks as supporting 
documentation for all payments made by check. In addition, an institution 
must retain supporting documentation for all payments made from' a federal 
account to the student's account via credit voucher. (January 19, 1981 
NDSL, 'CW-S and SEOG regulations. Sections 674.16, 674.19; 675.16, 675.19; 
and 676.16, 676.19 respectively; and December 30, 1980 Pell Gr'ant 
regulations. Section 690.78.) 

Methods of Disbursing Financial' Aid 

As stated earlier/ lactual disbursement of student financial aid funds 
can be accorfipl i shed by one of several means, i.e., cash, payment voucher or 
check, or credit to a student's account. When establ'ishing a method of 
disbursement, there are_ several variables that an institution may wish to 
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consider in order to choose the method that best suits its needs and 
resources. Some of those Eactors include the following: 

m The number oC students who receive Title IV aid; 

• The cnpabillties of the institutional system of situdent 
accounts; 

• The personnel resources aval lable in the financial aid and 
fiscal offices; 

• The manner in which checks and balances may be instituted in 
the system; and 

• The status of institutional automation. 



Cash ^ 

If an institution disburses student aid funds in casb, additional 
'security and internal control measures are necessary. When disbursing 
funds in cash, it is advisable to use a separate cash voucher, signed by 
the student and processed by the cashier^ as a cash-out item, Provisions 
should also be made to accommodate student requests for payment in the form 
of a check. y 

/ 

Check y 

Funds may also be disbursed via .eheck. Using this method, the 
financial aid office, after authorizing the award, completes a check 
request (or some other form of a request for payment) and forwards it to 
the business office. The check is written and forwarded to the cashier's 
office where it may be picked up by the student. When it is picked up, the 
student may apply funds toward institutional charges. If a student 
requests cash, an institution using the check-writing method may allow the 
student the option of cashing the check at the time it is picked up. 

Disbursing funds by check has several advantages : 

The institution does not have to keep large amounts of cash 
on hand during the disbursement period; 

Errors in counting and making change are eliminated; 

It is quicker to hand a student a check than to count out 
cash ; 

The ^student does not h^ve a large amount ol^ cash at one time; 
and ^ 

proof of disbursement is provided which may be useful in tho 
event of litigation in NDSL cases. 



Payment Voucher 

An institution which has no system of student accounts or open student 
recei vat/^^s may wish to disburse funds via a payment voucher. After a 
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i;?^"fent's award is authorized, the* financial* aid 6ff ice prepares aWoucher.. 

1 a' rnuU: i-par t form which the student brings to the cashier's; 

^ ;of fice along with his/her', bill. 'The stddent signs the voucher in the 
presence of the cashier ghd the amount on the voucher is'applied" toward the 
/Student's, institutional chargq;s. If .the student has paid all charges prior 
to receiving the voucher, it could be sent directly to the business office 
where a check could be prepared for the ,full amount. 

~ (Credit to Student' s Account 

■ Most , of the funds aw'arded a student under the Title IV programs may be 
applied to the student'-s account. A notable exception to- this is the 
-feder.al ghare 'of CW-S wages. Such - amounts may not be applied to the 
.student's account but .must be paid directly to the student. Aid funds 
1 apjJlied to the student's account should cover educ3tional or educat ionally- 
1 related cliarges due .the institution includ ihg , but not limi'ted to: 

' • Tuition and fees; and • 

.. . • -': . \ \ . , .■ . 

. • Room and board. 



It should be noted' that NDSL and SEOG recipients mus't be given a 
receipt when these funds &re credited "directly to their accounts. 
According to the Department of Educatipn's May 12, 19'81' Q & A Newsletter ,' 
iaward letters are considered sufficient receipts for both NDSL and SEOG. 
However, the award letters,.must state that the awards will be credited to 
the student's account and the award letters must be signed by the ; student . 

ATthdugh the federal share of CW-S wages 



student's account, the institutional 
this 
■CW-S 



may not be credited to a 
portion of CW-S wages may be paid in 
manner. CW-S recipients who earn the institutional share of their 
wages in the form of tuition, fees, services, or equipment (a non-cash 
contribution) must be given a receipt. This receipt must list the dollar - 
amount of the items earned through the institution's share of their CW-S\ 
wages. Such receipts must be distributed before th'e close of the student's 
final payroll period. ; - . , " , 

This method of disbursement is' possiS'le at an institution wh-ich^ is 
automated and has a system of student accounts. The advantages of this 
system include: . - ' 

■ ■ 9- 

/Assurance 'that Title IV funds are being used to cover 
educational costs;^ 

There is no check to be lost or misplaced; • 

Data remains constant once entered into the computer system; ; 
Less need_for large amounts of cash on hand; and. 

If aid. is Authorized, by the financial aid office and 
disbursed by the business office, the system is in compliance 1 
with the federal .regulations requiring the separation of 
those functions; : 
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Disbursement of Pell Gr ants ' . ' • . ; • uVS 

' Thfe-rfi are two' types Vf ' disbursement -under the P.ell Grartt Prpg-ramr^ the: ;:| 
Altern^te>irsJ>ursem€nt System (ADS) .'and the . Regular Disbursement- System ,.. 
(RDS) ., V ' , : , • ' ■> 

Alternate Disbursement System ' V " ' 

•-.■•-•'» 

.' Under the Alternate Disbursement System (ADS), Pell Grant fands are \ 
disbursed by the Department of Education rather 'than the institution. Most 
institutions erect A'DS when they have no financial aid office or^^,they have . 
a very small' number of Title IV aid, Recipients. < 

' Under ADS when the student enrolls and presents his/her Student Aid 
Report (SAR) , the institution requests that the student - compl^ete - ED ; Form j 
304, th^ Request for Payment of a Pell Grant Award. The. Institution then 
certifies that -the student is eligible,. ~ is making satisfactory progress, :,; 
•owes no Title IV refund and "is -not in default on , any loan. The' student Is 
responsible for forwardi^ng the 'form to the Department of Education, where ;; 
an award 'is calculated, and ' the Department disburses the- mojiey d rrect ly to 
the student. The institution does not i^eceive a dii^ct payment. 

■:,./■"■. ' ■ ■■■ ■ ^ ■ - ' ■ ■ ■ ^ . . : ■/ 

Regular DisbursemenQ System , , / 

, : [ _ ' ^ -~ _ ■ ^ ; , •' ■■ V 't 

Under the' Regular Disbursement System (RDS), Pell Grant funds go:;j 
directly to the institution and the institcft ion disburses the funds to the -k 
student. W^^. ^ ■ < 

Af an RDS institution. Pell Grant funds may be dis.bursed in each j 
payment period at the tim-es, anjd in -the installments,, that best- meet^Ke :| 
student's need. The, payment period at an RDS i.nstitution is.de^rmined by J 
the type of 'academic term that is use^ and the manner in -which progress is^/j 
measured. , ^ ' v 

If an institution is termi-based, then the. payment period is the 
semester, trimester, quarter or .other academic term. If an institution is 
non-term based, the regulations '/(December 30, 1980 Pell Grant regulat^ns,, c 
Section 690.3(d)(1)) state that -there must be two payment periods for each 
academic year, or for each program which is less . than an academic year. 
The payment period would be the. period between the beginning and the -mid- 
point "and between the mid-poij:it and the end of the academic year. If an^ 
• institution measures a student's progress in clock hours, a student may no.t 
be paid for a subsequent payment-/' period until he/she completes the| hours of ;;, 
the previous .payment period fori which he/she has already been" paid 

in the October 6, 198^3 Federal Register , two chang,es in the Pell Grant^rf. 
.regulations were published which concern payment periods and d i sbur semen t^ijj 
■ The first is contained in Section 690.3(d) (5) and changes the def^isQrtion .:of ft 
a "payment -period for part-time students at RDS institution^ which do not . 
>-5^e academic terms. Previously, the definition of a payment -per lod for a- 
full-time student differed from the payment period definition fo? apart-, 
time student. This difference made, it necessary to make twice as many? 
^payments to a part-time student as compared to a -full-time student. Under. 
the revised regulations, the definition of a .payment period is the same for 
part-time students and full-time students, thus reducing the number pf;,; 
payments an institution must make *to i)art-time students while preserving;, 

■ ■ ■ . ' ■ ■ 7, 



V the right of an institution, to have more than the minimum of two payment ■ 
■ periods in an academiG" year. . 

The second- change concer^ns the calculation pf Pell Grant awar<3s for 
•^payment periods which crossover award years and is contained' in Section 
690.66. Previously, if a payment period occurred in two, award years, 
institutions had the option of placing the entire payment period in either' 
award year; however, the placement o£ a payment period had to be applied ' 
consistently to all R^ll Grant recipients enrolled in the same program 'who 
began a payment period on the same ^ay. 'Under the new f egula t i ons , .an 
institution may make a separate deteritiination of award year for ea'ch Pell/ 
Grant/recipient who begins a payment period which occurs- in two award' 
years. ,Thds^ issue is pertinent to the current discassio'n because if a 
payment period is designated to be in the. second, award .year, payment may 
not be disburse^d until after July 1 of that year even though the payment 
period may begiij prior to July 1. ' In iDaking a determination of vthe award - 
year in whiclj the payment per iod occursr institutions will wantx^to ' consider 
how disbursements afte^ Ju^y 1 might iitipact thei^? students. For Example;" if 
an institution enrolls $>tudents on a weekly .or monthly basis^, and bills 
them accordingly; then, a student who enroll.s in 'june' and' does not receive _3 
his/her Pell Grant d isjDursement until after July 1, 1ffay be"'^'able to pa^ 
^for his/her classes a,t the time of ^nrollinen t. it should "^also be noted ^ 
that, in determining . in which award year a Payment period may occur, the--^j 
regulations mandate that i f more than six montHs of the pgymen t.^ per^d*^ 
Qccur'^n an award year,^ the payment period shall be placed J n-'that aw^rd 
^ear . . . _ * 

^ The'earliest an inst i tution can dTrectly pay Pell Gr^t funds to 
registered -student is 10, days before the first day of class in a payment 
period. The earliest the Pel^' Grant c^n be credited to a student's account 
is three weeks before the first day of clashes. However, if the student 
withdraws^, or is expelled before ^clySsses begin, these funds must be\ 
.returned to the Pell Grant account. Th^ institution- may not, however, pay \ 
a student until he/she is registered" £or that paymenB^ periods . ^ 

The institution may ^ay a student either directly by a 5hec1c or by 
crediting the student's account. The institution must notify the student 
how much he/she will be paid. If the institution pays the award directly 
to the student, the student must be notified when the funds widg. be H 
available. 'If after 15 days the student has not picked up the check7 the 
insti'tution may credit the student'^ account for any amount owed the 
institution. However ,^""i f funds ^re credited f'or this reason and not picked i 
up, the institution must make available to the student any balance * " 
remaining for 15 days after the date th^ student's enrollment Tor the award^ ^ i 
year ends. After this 15-day period ends, the student forfeits the right 
to receive the proceeds of the check. However, if the i'nsti tution chooses,* 
it may, thrQugh the next payment £erJod (even if this occurs in the. n^xt . . 
award yearK/ pay the student who d:id not pick up the ^^heck. It is 
important to^note that even though th^ actual disbursement ''may be in the 
next award year, it is to be paid from and recorded against the award year 
for which the SAR was submitted. ' ^ 

' ^^.^ student attended at least one ^ay of classes and submitted a valid ■ ■ 
SAR while enrolled*, but at the time, of disbursement has withdrawn or is no 
longer carrying the mini?mum nuinber of credit hours- to be eligible; the 
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school may pay the student only the amount that could have been u-ged for^ 
educationally-related expenses before the student became ineligible. \ 

It is possible for a delay to occur in^^he payment of Pell Grant ifunds 
to an institution, so that some students may complete a prograjnn or the 
academic .year ■ before receiving the Pell Grant award." ^In this situation, 
the institution must, as soon as it receives its funds, pay, all those' 
students who submitted a valid SAR to- the- f inancial aid office by the 
dead4 ine . * ' . . 

■ ■ - \ . , . 

The institut ionv may pay funds due a student for any completed perioa in 
.one lump sum. The, student's enrollment status will bp determined according"^^ 
to work already completed. . ^ • • . / ^ 

Records Re'qu irement , . . ' ' ♦ . ..^c--'; 

, ; The Pell Grant Program i^equires that accounting records of* specif ic j 
disbursements be maintained. The regulations (December 30, J/980 Pell Grant 
regulations. Section 690. a3). require that cancelled checks be retained as 
.documentation of ^d i sbur senien t s by check and that iris t i tut ioj^s have 
documentation of payments made directly to students accpunts. / 

In addition, the institution r^ust keep adequate records/ ind icating (forj 
each aid recipient): * , I 

: Name, social security number and amount paid; ' 

r; . ■ ■ „ - . . i 

The amount and date of each payment; ' ""-^''i 

The am^ount and date of jiny overpayment that has been res\ore(? 

•^to the program account; ; ^ ,1 

--i • . ■ . I 

The student's SAR; ^ ; 

I ' • • " ^" • ■ ^ ' 

The cost of attendance; *' , , . ^ 

How the enrollment status was determined ;' and ' I 

The enrollment pe^riod. Ji I 



• 



These. , records and the accouffting records for the/ award year 'must be kept 
for five years after the institution submits the ijune 30 I ns t i t u t i^^;^ 1 
.Pai^ment Sum'mary (IPS) for the' year. The ihstit^ution must also keep any 
record involved in a claim or involved in ^n audit question. | 

' DijS-bursemeht of Supplemental Educational Opportunity Grants j 

A student's SEOG award should be d i sbur sed ■ equa 1 ly according tOj^the 
number of semesters, trimesters, quarters or other terms in , the acadeiftic 
year. The student may not receive more than half of tl^e award before the 
mid-point in the;'academ ic year-v If an institution is not term-based,; the 
students must' be pair! at least twice during the' academic year:^ once iip the 
beginning and onc^ at the mid-point. Within each payment petiod, 

'institutions may make aisbursements at tlje times and in the install,tnents 
that best meet the student's need. If the ^SEOG award is less than|p301. 

'dollars, then, whether an institution i s' term-based or not, PTil|y one 



. ; ■ • ' i- ' 

payment per award, year, is- necessary. ft should , be noted that a six-month 

vocational training nr-ogram is equivalent to a full aVademit year for SE6g 
disbursem,ent purposes. . • .... ^ . ■ 

SEOG awards may .be ^ d isbursed directly to a student by check, or^can be 
credited to a student's account. SEOG recipients mtist be given a receipt 
when funds; are credited directly, to their accounts. An- award letter 



considered a suf.ficient r ec^ i pt V. f ' i t states th^'t the award will be 
credited to the student's accoiJn^t.; and it is signed -by the student. 

■ Records Requi rement • . ' . 

• . requirements for the , SEOG, programs . require that instituticffis 

'o^^^ ?. maintain separate accounts for federal programs and", for each 

SEOG recipient, it^entify: , • "^.Tv ^ a ,^ ^ 

^ ... j> . 

/ • ; The account and st'^tus including ' separation of initial and* 

continuing- grant ampunts; ^ 

• * The eligibility of each aided student; 

~* • The amount "bf need and how it was met; and ""^ / . . s. :* 

• The financial aid administrator who-. made the need • 
determination. ' ' • ' 

The institution must keep all SEOG records for five year s" after the 
institution subm^its its Fiscal Operations Report for that year,' unless a 
record is involved in an unresolved audit. 

Disbursement of ' National Direct Student Loans ' 

A student's^ National Direct Student Loan is portioned out equally 
according to the number o£ semesters, trimesters, quarters ^r other terms 
in the academic year. The student may not receive more than half the award 
before the ^id-point. If an institution is not term-based, the students 
must be paid at least twice during the academic year:« once in the 
beginning and once, at the \ m id-po i nt. Within each payment period, 
institutions can make di.sbursements at .the times and in the .f^stallments 
that best meet the; student's heed. (Section 674.16, January la, 1981 ) If 
the NDSL is less than $301 dollars, only one pa'yment per awLrd year is 
necessary It should" be noted that a six-month vocational training -program 
IS equivalent to a full academic year for NDSL disbursement purposes. 

< • 

NDSL funds are to be initially dd'sbur&ed at the beginning of the 
semester, trimester or quarter." This includes the on-site registration . 
period for the semester., trimester or quarter. It does not include the ^ 
mail registration period i^ this occurred in the .previous semester, ^ 
trimester, or quarter. NDSL funds caivnot be applied until the student 
signs for an advance and completes -anyother required documents. 

The loan may be disbursed directly to the student borrower in thq: fotm 
of a check,, or it can be credited to the, student's account. in accordance 
with federal regulations, as mentioned previously," if the student's account 
IS credited, then the 'inst i tut ion must, give the borrower a receipt The 
disburseraent advice: form may act as a recei|pt for this purpose. Regardless 

ERICV:., ... ^ ,17 „ . ... ■ , 



Tof. the luethod chosen, the institution must keep cancelled ' checks or: 
vouchers to document payment. 

Disclosure Regki rements . * J ^ ^ ' \ , 

. Before disbursing an NDSL award, the institution must make the borrower 
aware of his/her 'rights and responsibilities and obligation to repay i:he 
loan. . At many institutions, this is accjmplished through a "Statement of 
Borrower Rights and Responsibilities." To satisfy docume?at,at iori^ required 
by regulat i'ons / such, a ,form& would include: 

• The principal amount of the loan; 

' © ' The stated interest ra^ on the loan; 

■ ■ ' • \ , ■ 

o The yearly a.nd cumulative maximum amounts' that may be 

• borrowed; v ^ / 

e An explanation of when repayment of the loan wiy. be required 
, * and when the borrower will be obligated to pay interestl that 

^ accrues .on the loan; 

\ I) • A statement as ' to th-e^^ niinimum and max imum repayment' term 

\ ^ which the institution may impose and the jn(\ i n i mum monthly 

payment required by law; .^^ - 

• Kn explanation , of any special options the borrower may have 
for loan con^^ol idatibn or ot}ier refinancing of the loan; ^ 

• A statement ^^1±rat the iDorrower has the right to prepay all or 
part of the loan, at any time, <^without penalt;y and a ^summary 

' Of the circumstances in which repayment of the loan ox 

' ; ' ' interest that accrues on the loan may be deferred and a brief 
'X notice of cancellation pro v i s i ons f or speci f i ed m i 1 i tar y 

service; 

m. A definition of def^CTt and the consequences to the, bo^rower^ 
if^ the borrower .defaults, including a statement that' the 
d^efault may be reported to a credit bureau or credit 
reporting agency^ and ^ ^ 

o The effect- of accepting the loan^ on the eligibility^of the 
borrower for^other forms of studeSt^ assi istance. 

addition, the enactment of the Student Loan Consolidation and 
Tecnnical Amendments'*. Act of 1983 (P.L. 98-79) requires the following 
^ information * to be provided to the student borrowers: 

\ ^ . * . 

' d The amount of any charges collected\ by the institution at or 

prior to the disbursal of /the loan and whether such charges 

are deducted from the prdceeds b.f the loan or paid segjarately 

by the borrower; and ^^^^^/^ ^^^J^ \-: 

• ' An' explana^tion of any -cost the borrower may incur m the 

making or collection of the loaji. * 



All Of the items stated above must t)e provided in writing to th.e 
borrower at or prior to the .time 'the Loan is made: 

^ ' • . • ■ 

As part of the application material provided;- 

• As patt pf the promissory . note evidencing the loan; or 
© On a separate form. 

Notes ' ' ■ ' 

An open-end note does -riot contain^ the specif ic lp„an amount on' ±h)i* face 
of the note. \ A sche'dule of advances is made part of the note. At tne time 
'eac^. disbursement^ the borrower enters the amount received, the date and 
his or- her ''signature- in the schedule of 'advances. ' The \advan,tage of an 
open-e.n'd note, is that tHe institutioii does not liave tfe, execute a ne^w note 
each time an advance is made, unless amendments t6 the law change repayment 
terms. Before an institution elects *tO use an op.^n-.end note^ it should 
consider: \ ■ , ^ , \( , ' \ ^ K \ 

\ r . - ■ ' \ . ' 4 , • 

• the time necessary to retrieve tho noteXfrom the file prioV 
f ' to each advance; , \ - ' ^ 

^' ^ • The time -necessary to mjanually add thje loan advance to the 
note;, and ' ^ \ ' * ^ ^ . * - 

" » "'^'^ . ■ ■ 

The security necessary for the note until'^ft is returned to 
the filer. ^ ■ .. ^ - 

A closed-end note generally cbvers one a'cademic year o^ one awarc3 
period. The specific loan amount appears on the^ace of the^^note.r The 
loan amount ;may be disbursed/ in increments, howe^r, and the borrower may 
have to sign and d^te each disbursement. The advantage , of the closed'-e'nd^ 
note i^^that this note 'affords less - chance for atv omission er'r6r,r 
part4jcatflarly since these funds are disbursed an of f ice .^separate from the 
financial aid office. * v ^^^^ 

* * ' • *■ ■ 

On both Ypen and closed-end notes, the students-borrower's signature , 
should^ appear a t the end of the loan terms thus s igni'fying that the 
borrower accepts the terms. The student also, signs for each advance, 
including the first. . ^ \ ' - ' ■ . x> ^ 

: . / . ■ ■ ■ ..\ ■ : ■■ 

It IS important to differentiate between a loan and an advance. A loan 
is the amount that the insti tflt io\j)al official has approved for the bo^rrowe'r 
for the^academic period. An aSvance is the amount of the disbursement.. On 
an open-ended note each advance must be noted by; the' ^3ate and amount' and 
signature^of the borrower on the schedule of advances.*" 

Ir- . ..." ' 

Records R equirement ' , » y - - ^ 

In addition tp the promissoiry note, and the Statement of- Borrowers 
Rights and Responsibilities, ^the institution must keep the disclosure 
statement, - repayment schedule, any repayment changes, deferment ^documents, 
cancellation records and^ documentation of all ^the due diligence procedures 
in the student's file. The file must'be retained for five years after 
submission of the Fiscal Operations Report for that year. Loan repayment 
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records inclu^i-ng cancellation and deferment requestSf tnu^t be retained for 
at least five yearns from the date of the l6an*s, assignment or final, 
repayment or cancellation. Records ' unresolved in' audit mustr be also 
retained. 

* • • • ■ • 

Pi sbursement of ' College Work-S^udy . ^ ■ 



The fequii/ements for . the. method and .form of payment for College Work- 
Study (CW-S) ^recipients differ from the disbursement requirements of the 
other Title IV programs. College Work-Study wages are comprised of the 
federal share and the ins t i t ut i ona f'^^har e. Students must be paid th'e * 
federal share of their College Work-Study wages directly by checl^ or 
similcfr;^' in'strument that the student can cash on his. or her own endorsement 
at least once a month. The institvltian Should have proof that the s*:udent 
received the payment/- in the form of cancelled* check^^ available • for audi t- 
purposes. If the student earns his/her institutional 'share of CW-S wages 
in the form of tuition^ fees/ services, or equip%ent non-cash 
contribution) 'then he/she must be paid directly or receiv«e a receipt 
listing the amount earned* ' ^ ; ^ ^ 

The institution may use any payrol 1 per i od ^ provided the student isi 
paid at least monthlyj. Ij'or , raport ing and cWitrol purposes,, it is 
preferable to . distinguish the .CW-S payroll ; from >other payroll accOunts.-V 
CW-S wages should be entered on a s^epar ate voucher or , i f listed oh the^ 
institution' s ge.Heral payroll account, should be grouped separately. 

The payroll voucher should include the following: - * .\ 

•the instiVutio^fi' s name and address; ' 

fhe beginning and ending ^ate of tjhe payroll; 

The 'student ' s name; r 

The student's job; 

The number of hours worked; 

The hourly wage; ^ . -^^ . > 

The gross earnings; • . ' 

Monies^ withheld»^or federal, state, county or city taxes; 
'^on-cash 'payments; 
Net earnings; and "/ 
Check number. . . / 



The student, must also 
performance 'iiT^H;he form of 
institution or off-campus agency 
1981.) 



submit verification Sf satisfactory 

n off " 
675,19 (b) (2) (i) (B) , 



work 

a statement signed by am official of xthe 



(Sectio>^ 



January 



19 r 



Records Requirement ' - • ' 

.. In addition to the payroll voucher, the receipt for non-<€j,ash 
contribution,' and the verification . of satisfactory performance, the itejrvs 
mentioned earlier (i.e., the student's account and status) must' be retained 
in ,tttT& student's' file for five years after th'e institution submits ^the 
FiscalNOperations Report for' that year. Files that are involved in 
unc^soyved audit .questions nr.ust be retained until the audit is resolved. 

Disbursement of' Guaranteed Student Loans 

Guaranteed Student Loans can be disbursed in a variety of forms. 
However, even before the GSL is made, the institution must certify the 
student's loan application, verifying that the student is enrolled or 
' accepted for enrollment on pt, least' a half-time basis. ^ The institution 
•must provide the cost of attendance data, 'the period of time of the loari, 
.and an estimate of other financial aid to be awarded for thfe loan period.-' 
Generally, the lendinc; ^institution, will send a check, made payable to the 
educational institution and the student borrower, directly to th^ 
educational 'institution where the student is enrolled or plans to enroll. 
The .''school may either endorse' the check and deliver it to the student, or 
ob^tain the stu.dent's endorsement -prior to-, its own endorsement, retain that 
portion of the loan to- pay any educational costs (i.e., tuition 'and -fe^s") 
^the stueent may. owe and then disburse the remaining' bal ance to the "Student. 
(See Section 68^2.607, GSL regulatibns)". In eitheF case, the educational' 
institution must deliver the check to the student promptly. If the 
educational institution receives the check before the student enrolls, the 
institution must hold the check, then follow the above procedures once the 
student enrolls. . , 

_r The lending institution may also send a-, check made payable to the 
institution and the st^pdent ' d irectly -to ^the student, or make' the check 
payable to the. student only. In the case of a direct payment, to-a student 
the lending ihsti-tution or the guarantee agency is ^required to notify the 
school o£ the amount of the loan that has been '.insured and of the. name of 
'the lender. The method of check disbursement' is usually controlletj by 
guarante^ag.ency policy. ' , ' < 

*•»>'"' • 'h ■ • 

It IS very important for the school, if it mu$t process tlie check at 
any time, to verify that the student is enrolled at ],east .half-time. " ■ 
\ / • ' .' . \ 

If the student fails to enroll on a least, a half-time ^sis, or fail.s 
to pick up his/her check, the institution mustf advise the lerider' and? return 
the cheek within 30 days. 

. - ■ ( 

The Guaranteed Student 'Loan check may be' issued " for the entire amount^ 
-to be loaned" for the academic period, or the lend ing . institution may make 
install-ment payments (i.e., payments made at the beginning of each academic 
period) . „ o . 



kecords Requirement 

" ^ .The institution must maintain adjequa'te records and document' the 
following information' for "each student; 

- ■• i' . • 

• The name and address of the borrower; . ' 

t ■ 



• ^he'riarne and address of the lender; ^ 

• The amount of the loan; ( 
o The acadeniic period the loan covers; 

• The data used to determine the cost of „attendanoe; 

• The amount of the tuition and fees paid for'^ thjat ^period; 

• The date the student paid the tuition and fees; 

• If loan is disbursed through the school, the date; the school 
received the loan check; - \ 

^ . ^-^ ^ ■ ^ \ \ 

• If the loan is disbursed through the school, the date the 
check is given to the student; 



• ^ If the school is a co-payee/^ the date the* school endorsed the 

check; ^ 

n If the school -is, a co-payee and the '^student^ endorsed t^he' 
check prior "to the school endorsement, the .date of " 
disposition of the loan; and 

• The record of the student's job placement, if the s.tud«nt 
uses the institution's employment placement service. 



The institution "must retain these recordis for five^ years after a student 
graduates, withdraws, or fails to enroll on at least a half-time basis. n 



Document^ition of Disbursement Transaction s, 




cei 

documeni 

clear audit trail.' 

- ■ 

There are some general record requirements for all of the campus-based 
programs. The institution must keep general accounting ledgers and related 
accounts independent of other institutional financial/ activities.' ^ These 
records must: - ^ . ■ / 

• Identify each student's acco^int and its status, i.e., amounts 
' ' awarded,/ disbursed, etcJ (Fqr S§0(3, this includes initial 

and continuing grant amounts); 



Be reconciled at least monthly; 



s 



m . Show the amount of need and how it was met; 

• ^ The student's eligibility; . V 

• Identify tiite. aid r administrator who determined the student's 
need; and , ' 



• Contain a. copy of the acceptance or declination of an SEOG Or 
CW-S' award. 
• .' " / . ' ' ' ^ ^ . ' 

In addition, there' are specific requirements for the NDSL and CW-S 
programs. For the NDSL Program, records must include, for each borrower, a 
repayment history which must state: 



(X 



The date and' am unt of each repayment; 

The amount of each payment applied to principal and the 
amount applied to ir^terest; 

' - i • ; ; . • 

Doeumentatipn of all contact - with the borrower made in the 
collection of ap overdue loan; and ^ 

Copies of all correspondence with the borrower or endorser; m 

except for routine billing and forrti letters. ' 

* - 

For the CW-S Program, records must contain: . , 

• signed certification that the .work was performed and 
' - * " whether it was pe;:f ormed sat isfactx)r ily, and that the student 

^ / earned the amount being pai^d; 

^ ^ / . : ' 

• A copy, of the student's time sheet; ' j / 



A< payroll voucher that indicates all disbursements^; and" 

\ ■ • ^ . V 

• A' record of non-cash contribution 'to show whether ah 
^institution paid its ^shane of the student's ^ earnings in the 
. form of services and^-exjuipjnnent. 

Verification of Enrol.lment l^^tatus J' ' ^ ^ 

After registration is coifl^lete and classes begin, the enrollment' status 
of students who have been awarded f inanci'al aid must be monitored. The 
financial aid office and tlre^fiscal office should verify with the 
registrar's offfce t^at such stud^n^s are actually enrolled, are attendi^ 

^classes, and are registered for .the minimum required number of credit hours. 
Enrollment monitoring should not ^ be cons ider ed only part of the 

;conclqding phases j of the di sbursement process and . should be on-going- 
throughout the term. This procedure verifies that students continue to 
qualify^ for aid awarded and disbursed. Aid awards to -^those students who 
did not" register must be cancelled. Aid awards made to students who di.d . 
not register for the minimum required number of credit hours, oe wh# i 
withdrew, dropped out or were expelled ^will also recjuire review and' may 
refc[uire adjustment. The review and adjustment process is the topic of the 
next section of €his publication. 
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To receive aid from the Title IV mid programs , students must meet 
general eligibility criteria set forth in the regulations.^ One of the 
criteri.a indicates that students must maintain a specific enr'ollment status 
to ^continue aid eligibility. If aided students withdraw, drop out, or* are • 
expelled, their eligibility for aid may change. ^ 

Each institution participating iti the Title IV .aid programs- is' 
required, as a means of dealing with such occurrences, to have policies 
which evaluate the student's obligations ^to the institution, the amount of 
aid that the student is eqtit'led to reHiain, the amovint that is 'to be 
return,ed to the Title IV programs, and the amount*^that is returned to non- 
Title' IV aid programs. The process of. this evaluation of refunds and 
repayments rs th^--topic of this portion ^of this publication. In this 
regard, the term ^"refund" relates to any money^ app 1 i ed ^gainst 
instit,utional charges (i.e., dollars applied to the student' s account) and 
the te^rm "repayment" relates to cash drabursements ma<Je directl^y to the 
student for assi^tjnce with non-^nStitut ional costs, ^ ^ • / 

Refunds ^ ' , 
/ 

..For students vg;ho receive financial aid and later terminate their 
enrollment (e.g., drop out, withdraw, or are expelled), "and who had -a 
portion of thei r Ti t le IV financial aid applied to their institutional 
charges, the regulation's require institutional review to determirfe what 
funds, if any, are to be refunded. In th4s context, for purposes of 
Section 668.21^ of the General Provisions regulations, .the c^tferm "^'refund" may. 
be. defined as the amount paid for institutional/ charges by a'id ar\,(3/or cash 
payments m inus ^ the amount retained by the instution for the student's 
actua4^ period o'f enrollment, '''if all or a portion of- the refund is 
comprised sof financial ^ aid funds, the appl icable port ion of. the refund'mus.t 
be-attr ibuted to the appropriate Title IV proigrams. This does not mean to 
im^ply that, if the stiidentydid not receive financial aid funds, there is no 
need to determine if there is a refund. In^such an. instance, the 
calculated refund would be returned to the student; however/ a detailed 
discussion of th-is topic /is beyond the scope of this publication. 



Establishing an Inst i tut ional Refund Pol icy • 

The institution should have a refund policy which applies to all of its 
students who receive aid and terminate ' their enrol](ment during the term. 
It must be a written policy; it must be fair, equitable, and uniformly 
applied; "and it must be disseminated to currently enrolled and prospiective 
students. • x 

The .regulations governing the Title IV programs spell out the formulas 
\\o be uj^ed to determine the portion of the refund due the Title IV programs. 
However ,'. the regulations do not specify how that portion of the refund is 
to be allocated among the various programs, except for' the following 

' ■ ■ ' ... 

o ■ ^ 24 . • . 



ERIC 



stateqients which appear in Section 668.21 (b)(1) of the December 31, 1980 
Genera>i Provisions regulations: 

.. . I ■ • 

"The institution shall develop written policies 
allocating the Title IV portion of the refund to 
the various Title IV programs from which the 
student received aid. These policies shall be 
applied on a consistent basis' to all students 
receiving Title IV funds." 

' Eac/h participating institution needs to develop two policies The 
first relates to the amount of the refund due to students w-ho complete only 
a part of the academic te^m for which they were charged. The second policy 
must address how refunds are to be allocated among the programs from which 
thJt:^ .received aid. The, only restriction in the regulation states 

j "The portion of a refund allocated to a program may 

/ not exceed the amount a student received from that t 

program." (Section 668.21 (b)(2) December 31, 1980 

Federal Register .) 

_ It is anticipated that the General Provisions .will be further clarified 
indicating that no portion of -the refund may be allocated' to the Colleqe 
Work-Study Program. - v-^xxtsyt^ 

Requirements of ^ an Institutional Refund policy ' ' 

nnh/i^c:hoi^"^K policy mu^t conform with specific standards 
published by its nationally recognized accrediting agency. If no such 
standards exist, the institution mi^t adopt either: 

1. The specific refund policy standards in Appendix A to Section 
> 682.608; or 

. .\ •■, ' ■ 

2. Specific refund , policy standards set by another" association 
of institutions of postsecondary education and approved by 
the Department of Education. 

In an effort *to lessen the regulatory burden on i ns t4 t ut i ons , the 
postsecondary education community is developing guidelines in several areasi 
of mutual concern. The National , Associ at'ion of College and University 
Business Officers (NACUBO) established a set of standards on fair and 
equjtable refund policies that was accepted by the Department of Education 
tor use in the GSL program. These were published as Appendix A to 34 CFR 
Part 682 in^ the January 16, 1981 Federal Register . The standards are 
appropriate for all Title IV programs"! , - 

The complete set of standards was reprinted in the Federal Register A 
refund policy including at a minimum numbers 6, 7 and 8 was considered 'by 
the Secretary of Education to be a fair and equitable school refund policy 
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The guidelines, in brief, are as follows: 

1. jrhe governing board of the institution should review and 
approve the schedule of all institutional charges and refund 
policies applicable to students. 

2. Institutions should seek consumer views in the process of 
establishing and amending charge and refund structures. 

^ . 3. Institutions should publish a current schedule of all student 
charges, a statement of the purpose for such charges, and 
.< related refund policy and have them readily available, free 

of charge, to current and prospective students. 



4. 



Institutions should clearly designate all optional charges as 
"optional" in all published schedules and related materials.^ 
Clearly, charges that are mandatory and charges that are 
"optional must be plainly differentiated in all printed 
materials. 
< 

5. Institutions sh^ '.d clearly identify charges and deposits 
that are nonret 'ble as "nonrefundable" on all published 
schedules. 

6. Institutions should refund housing rental charges, less a 
deposit, so long as written notification of cancellation is 
made prior to a well-publicized date that provides reasonable 
opportunity to make the space available to other students. 

7. Institutions should refund board charges in full, less a 
deposit, if written notification of cancellation is made 
prior to 3 well-publicized date that falls on or before the 
beginning of the term of the contract. Subsequent board 
charges should be refunded on a pro ra±a basis less a 
withdrawal fee. 

'8. The institution's tuition refund policy for an academic 
period should include the following minimum guidelines: 

a. The institution should refund 100 
percent of the tui t ion charges, less 
a deposit fee, if written 
notification of cancellation is made 
prior to a well-publicized date that 
falls on or before the first day of 
classes. 



b. The institution should refund at 
least 25 percent of the tuition 
charge if written notification of 
* withdrawal is made within the first 

25 percent of the academic period. 

9. The institution should assess no penalty charges where the 
institution, as opposed to the student, is in error. The 
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institution should mak^eu ref-Qnds in cases -where the 
institution has assessed charges in error. 

;r 10. Institutions should advise students that any notification of 

withdrawal or cancellation and requests for refund must be in 
writing and addressed, to the designated institutional 
officer. ' 

r^ll. Institutions should pay or credit refunds due on a timely 
basis, i- ^ ^ 

12. Institutions should publicizer as a part of their 

- dissemination of information on charges and ref unds^'^that an 

appeal process exists for students /or parents who feel that 
individual circumstances warrant exceptions from published 
policy. .The informational materials should include the name> 
title, and -address of the official responsible. 

It is important that institutions understand the' necessity for separate 
policies as follows: 

• The policy governing the determination of the amount, of 
refund due a . student who completes only a portion of a term 
for which he/she has charged; and 

• The policy regard ing -the allbcation of refunds among the 
programs . ( 

It is also necessary for these policies to be consistently applied. 
Similar applicant circumstances should be treated in the) s\ame manner. 

As an aid in developing and constructing an insti'tut ional refund 
policy^ samples of refund policies at different types of institutions 
appear in Appendix A. Keep in mind that the determination^ of an institu- 
tional refund policy is, to a degree, a subjective activity. \ While certain 
policies and procedures are effective at one institution, ttifey may not be ^ 
effective at another. These samples are provided for illustrative purposes 
only. 

' . ' ' ■ . V 

Calculation of Refunds ^ ^ . 

To calculate, the amount of refund due the Title IV programs, the' 
institution must know: ' ^ 

• The institutional 'refund policy; ' ' 

• An itemization of the student ' s" specif ic charges;. 

• The student's termination date; 

• The student's financial aid awards; and 

• The amount of financial aid applied against institutional 
j::harges. , 
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The actual calculation procedure involves four steps: 
Determine the dollar amount of th^ refund; 



• 



Determi'ne the portion\of the refund to be returned to Title 



IV programs^ 



Allocate the refund g.mong the Title IV jSrograms from which 
the student receive^Sg^ aid (not to exceed the amount 
disbursed)*; and 

Allocate the remaining portion of the refund. 



V 
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step One - Determination of refund amount ■ 

This step requires^ that the amount of the refund-^be determined 
according to the inst i tf ut ion*s refund policy. (Figures* 1 ^m3^2^rovide 
examples of credit hour and clock hour^ (institutional refund policies 
respectively.) The amount of tuition andCl^fT^es and room and/or boar^ (if 
contracted with the institution) that the student actually was or will be 
charged for th?e portion of the term which "he/she attended must be 
calculated. Thfs amount, will be subtracted from the total of the student's 
institutional charges tbat have been paid for the term. T)ie result is the 
amount of the refund. 



Figure 1 ; Sample refund policy 
for a credit hour institution 

• Tuition and fees are refunded 
according to tl^e following 
schedule: 

Before the end of the 
^.registrat ion period: 100% 
Within the first week: 80% 
Within the second week: 60% 
Within the third week: 40% 
. Within the fourth week: 20% 
After the fourth week: 0 

• Ins±i tutionally-contracted 
room\ and board are refunded 
on a^p^ro-rata- basis of 15 
weeks per term. 



!^he following are applicable 
the tepayment recalculation: 



to 



Living expenses (including 
off-campus ^.room and board) 
are prorated based upon a 15 
week term (30 week academic 
year) . 

Half of the academic year 
al lowance for books* , suppl ies 
and miscellaneous expenses is 
considered to be used at^the 
beginning of each term. 



Figure 2: Sample refund pol icy 
for a clock hour institution 



Tuition is ^funded based on 'the 
percentage of clock hours comple- 
ted restive to the following sche- 
dule: ^ 



%_ clock hours ' 
completed 
0 

. 1 - 4.9% 
5 - 9.9% 
10 -14.9% ~ i 
' 15 -24.9% \ 
25 -49.9% 
50% and above 



^ total tuition 
retained by 
institution ^ 
0% 
20% 
30% 
40% 
45% 
70% 
100% ^ 



The one time fee of $100 is nonre- 
fundable. 



The following are applicable to 
repayment calculation: 



the 



Living expenses are prorated based 
upon the length of time the student 
attends. If a student attends any 
portion of a week, the fentire week 
is counted for purposes of prora- 
tion.* 

Books, supplies and miscellaneous 
expenses are considered to be in- 
curred equally at the beginning of 
each payment period (i.e., if there 
are two payment periods, one-half 
would be incurred at the beginning 
of each payment period) . 



\ 



step Two - Determination of Title IV portion 



Step two in the refund calculation requires that the institution 
determine what portion of th6 refund (as calculated in s€ep one) must be 
returned to the Title IV programs. This is accomplished by multiplying the 
amount determined in step one by the formula in Section 668.21 (a) (2)^ of^'^e 
December 31, 1980 General Provisions regulations. The formula determinejs 
the fraction to be used. It is displayed in Figure 3 and illustrated in 
Figures 4 and 5: . • 



Figure 3: Refund formula 

Total amount of Title IV aid (minus work 
earnings) awarded for the payment - per iod 
Total amount of aid (minus work earnings) 
awarded for the payment period. 



Total amount of Title IV aid would include ^ny Pell Gr ant , <^^a t iona 1 
Direct Student Loan, Supplemental Educational Opportunity Grant, Guaranteed 
Stlident' Loans and PLUS loans as well as State Grants which include State 
SJtudent Incentive Grant funds. Although College Work-Study is aiS^Title IV 
program, it is excluded from the formula because of the fact that the 
student must be paid for hours worked^ \ ^ 



Figure 4; Credit hour example 

Amount of refund: $1,690 
Title IV aid: ' $2,619 

Total aid: ' $3,019 
$2^619 _ „ 
$3,019 - 

$1,690 X .87 = $1,470 

Titie IV portion of refund: $1,470 



Figure 5 ; Clock hour example 

Amount of refund: $ . 46*0 

Title IV aid: . $1,988 
Total aid: $2, 588 

y-^'- 77* 
$2,588 - '/* 

$460 X .7/7 = $354 

Title IV portion vof refund: ' $ 354 



A payment .period in the Pell,^ NDSLr/S^lOG^ and SSIG programs is 
considered to be "a semester^ trimesterr or quarter" or for an institution 
not using thos^ academic periods^ "^he. period between the beginning and the 
midpoint or, between the midpoint and the end of the academic year." 

In regards .to these def initions^ the GSL and PLUS programs pose some 
special problems. In the context of GSL and PLUS^ the term payment period 
is generally thought of as the loan period itself. In spite of how the 
loan may actually be disbursed^ as a guideline for consistency _in the 
application of the formula only ^ institutions might use .in the formula^ 
that portion jof the GSL that is propor t i ona te to the pdiyment period as 
defined for tne other Title IV programs. For example, if during the Fall, 
a student received a $2,500 GSL intended for use in.the Fall'and Spring 
terms and then withdrew during the Fall term, the institution might use"^ 
$1,250 in the ne'^und formula. The specifics of the maximum amoCint which 
may be attributed to GSL in such a case will be discussedj in step three 
below. . i ■ ■ ' / 



It should be noted that if the institution is participating in the Pell 
Grant -Program under the Alternate Disbursement System, then' any Pell Grant 
funds awarded would be excluded from both the numerator and |the denominator 
of the equation^ Total aid, i.e., the denomina.tor of the equation, would 
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inclu'^e any ingti tutibn'al scholarships, vocational rehabilitation, state^ 
aid, etc. It is important to remember that payments made by the student or 
the student's parents toward institutional charges are not included in the 
refund formula. This is because the family contribution is considered to 
be "used" before student aid. (However^ in the attribution * of the refund, 
it is possible that a portion may be allocated to, the student.) 

Step Three - Allocation of refund, to Title IV programs 



Step three involves the allocation 
programs among the programs from which 
allocation is done according tq institutional 
for fexamples.y The policy cov-ering this 
consistent basis to all students receiving 
ear<tier, CW-S funds are excluded from the 
because 



of the refund due the Title IV 
the s t uden t vrece i ved aid. This' 
policy. (See Figures 6 and ' 7 
area must be applied on a 
Title IV funds. ^(As noted 



refund formula calculation 
must be paid for work they per'^form. There *is no 
regarding the attribution of refunds to CW-S; 
however, it is anticipated that the General Provisions regulations will be 
further clarified indicating that no portion of the refund may be allocated 
to the College Work-Study Program.) 



s t ut3 e n t s 
regulatory prohibition 



Figure 6 ; Sample al location pol- 



icy for a credit hour ins ti tut ion 



The institution's allocation 
policy is as follows: 



NDSL 
SEOG 
GSL 

Pell Grant 
State Grant 



1st to 
2nd to 
3rd to 
4th to 

5th to State Grant (includes. 
SSIG funds) 

6th to Institutional scholar- 
ship 

7th to Student/family 



Figure 7,; ^ Sample allocation policy 
for a^ clock hour inst i tut ion ' 
The institution's allocation policy 
as follows: 



IS 



lat 
2nd 
3rd 
4th 



to 
to 
to 
to 



SEOG 
NDSL 
.GSL 
Pell 



Grant 



Once again, some discussion about GSL 
should be noted that Section 668.21(b)(3) df 
Provisions regulations contains a reference 
which indicates that the portion^ of a refund 
be returned to the student's lender. This reference 



refunds is appropriate. It 
the December 31, 1980 General 
to the GSL and PLUS programs 
allocable .|:o GSL or PLUS sh^ll 
not mean that 



the 



does 

refund mu'St first be allocated to GSL or PLUS, or that the formula in 
Sect ion 682.610 (b) (2) should be used in place of the formula delineated in 
step two above. Rather, if, according to the institution's reall/oca t ion 
formula, a refund is attributed to GSL or PLUS, it must be returned to the 
student's lender. 



The question now becomes, if the institution attributes a portion of 
the refund to GSL, what is the maximum amount attributable to GSL? Is^the 
institution bound by 1:he amount included in the formula in step two above' 
or can the institution refund -.up to the. maximum amount received b^ the 
student and paid to the institution to satisfy institutional charges? In 
spite of what was used in the formula,, the institution can refund to the 
lender up to the full amount received by the student and paid to the 
institution for- satisfaction of institutional charges. Any GSL funds not 
paid'to the institutiop for this purpose are presumably part of cash 
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disbursed to the student to be used for non- insti tut ional costs and are 
discussed in the repayme'nt section of this monograph. ^ V 

If funds are returne^d to- the NDSL Program. as a res'ult of the 
application of the refund formula, certain adjustments are recommended in 
terms of the promissory note. If a refund to NDSL is made with.iAthe same 
award year, it is considered a irieduction in the amount lent bj^ the note 
should^ be revised to reflect the decreased amount. ^ The student should 
initial*^the changes. If the NDSL refund is made in a subsequent award 
year, «.|t would be considered a reduct'ion in loan principal (or pre- 
payment), and the promissory note would require no adjustment. 

In developing an attribution policy, the institution will likely want 
to take into consideration several factors. These include the need or 
demand for particular types of aid and the composi'^tion of the student body 
among other things. The institution may choose to return funds to their 
^fixed allocation prt^grams (i.e., NDSL or SEOG)^ rather than to the GSL or 
Pell Grant programs. in determining "the priority among the campus-based 
programs, if the institution's SEOG fund is low but ample NDSL funds exist, 
the institution v-might choose to refund to SEOG first. Other possibilities 
include: refunding 'tro^SL first, as it is often viewed as the "least" 
desirable form of aid Or \efunding to loan programs (;\.(NDSL ojc.GSL) first, if 
the composition of the student body is such that students who 'drop out are 
•unlikely to have the means to repay loans. Also, if SSIG funds are part of 
the Title IV funds, there may be a pr es^r ibed . way of dealin'^ with SSIG 
funds according to the sta te/insti t^ut ional agreennent.1 I^t should be noted 
that Section 668.21 of the General Provisions regulations does not prohibit 
the retu'rn of Title IV refunds . bo the' S&IG Program according to the 
aforemeat ione^d agreement.^ aq*<3 the institution's written policies. 

These factors are merely presented for consideration. It is not the 
intent of this discussion to recommend or suggest specific att'ribution 
policies, but merely to provide examples* 

Though not required by federal regulations, after allocating the refund 
to the Title IV programs, the institution will wan't to determine how to 
distribute any remaining refund. This procedure sho'uld be written into the 
attribution^ policy: This step would be necessary only if the student 
receiv^ed aid from non-Title IV sources or if the student ^and/o^ the 
student's 'family) contributed funds for the satisfaction of insti tutl^^igaj. 
charges. Any remaining refund would also0be distri^^uted according to the 
institution's policy, with possibilities including returning dollars to the 
s.tu(3ent or to the non-Title fv aid source. 



Repayments .* \ 

Students who receive financial aid and later ^terminate their enrollment 
(e.g., drop out, withdraw or are expelled), and who recei ved\, "cash 
disbursements of Title IV financial aid for payment of their non-- 
institutional^costs require institutional review to oetermine if there has 
been an overpayment , and therefore, if a repayment is required. ..Thus, 
"repayment" ^jaesignates the amoun.t that -a student mustf repay, of the funds 
he/she received in cash, that could not have reasonably been spent for non- 
insti tutipnal costs ^during the portion of the term that the student, was 

\ ■ „ ' 



enrolled. As^s^with refunds, repayments must/ be attributed to the 
appropriate Title progr'ams, according to inst i t\ut ional policy. 

Establ ishing an Institutional Pol icy 

The institutional pol icy .regarding repayment applies to students who 
receive cash disbursements of Title IV financial aid for payment of non- , 
institutional costs and terminate their enrollment during the term. (In 
thds regard, "non-insti tujbional" costs may include, but are not Mmited to: 
off-cpmpus room and board (if not contracted for with .the institution), 
books, supplies, transpor tat ibn, and miscellaneous expenses. The 
institution must establish a written policy. The allocation policy must be 
uniformly applied; however, the method of calculating whether 'a repayment 
is due may vary according to individual students' situations (e.g., a 
handicapped student might have additional expenses). 

\The regulations governing^^the Title IV programs spell out the formulas 
to \e used to determine the amount of the repayment. However, the 
regulations do not specify how the repayment is to be allocated among the 
various programs except for the following statements which appear in 
Section 668.21(d)(1) of the D'ecember"31, 19 8 0 General Provisions 
regulations : 

"The institution shall develop written 
policies al 1 p eating the Title IV portion of 
' " the^ overpayment owed by the student to" the 

various Title IV programs from which the 
student received aid. These policies shall be 
applied on a consistent basis to all sty^dents 
receiving Title IV aid." ^ ^'^^^ 

f • 

The December 31 , 1 98 0 General Provisions reg'Ulations provide 
information that an institution must use in determining , t;he repayment 
policy. The following statement, which appears in Section 668.21(c), 
defines one example of an overpayment: 

■ ^ . ■ • 

"Any cash that an institution disbursed to a 
student for a payment period under any Title , 
IV program other than the College Work-Study, 
Guar>anteed Student Loan or PLUS Program 
becomes an overpaymen^^t if before the first day 
of classes of that payment period the student ' 
officially withdraws, drops out or is . ^ 

expelled." 

The institution must establish certain items before a determination can 
be made as to whether an overpayment has been majde and, therefore, whether 
a repayment may be necessary. The institution must determine: 

• The student ' s financial ! aid awards; ^ 

m The amount and composition of the student's cash 
disbursement; ' , » - 

• The student's termination date; and " 
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• The amount that could reasonably be spent on educational 
expenses during the portion of the term that the student was 
enrolled • ( ' 

■\ 

As indicate.d ip Sect ion 668.21 (c) (2) of the December 31, 1980 General' 
Provisions regulations, if the student receives a cash disbursement of 
Title IV aid (other than CW-S, GSL or PLUS) and terminates enrol Iment ' on or 
after^ the first day of classes, the institution must determine whether the 
student, received, an overpayment. To do this, the institution should use 
the guidance found in Sections 668.21(c)(3) and 668.21(c)(4) which state: 

"in determining whether ^ student recei ved an 
overpaym:ent for purposes of paragraph (c)(2) 
of this section, and the amount of that 
o\yerpayir!en t, the institution shall subtract ^ 
from the ca.sh disbursed to the student for 
non- institutional costs , the non~ insti tut ional 
co'-'ts that were to be paid by the disbursement 
for the portion of the payment period during 
which the student was^ enrolled.- Non- 
institutional educational costs may include, 
but are rnot limited to, room and board (if not 
contracted for with the institution), books 
and supplies,^ transportation and miscellaneous 
expens^.- 

If a stiTdient drops out, th^ ns.ti tution shall 
use the last recorded day of class attendance 
by the student as the end of the student's 
enrollment. However, if it is unable to 
document: the student's last day of attendance, 
any cash it disbursed,., to that student for that 
payment period is an overpayment." 



The .institution should first determine the portion of the, gfayment 
period during v;;;ic:h the student was enrolled which was covered byAihe aid 
award and the rea sonable expenses for this portion of the payment period. 
Each institution mugt determine what expenses are "reasonable." To make 
this determination, the institution must have a means of determining on 
what basis the costs are incurred. Some expenses may be incurred at tht 
beginning of the semester or term (i.e., books and supplies) while other 
expenses occur throughout the term on a regular basis. For the latter, 
proration might" be appropriate. This may be done in several ways, 
including monthly proration, proration according to a published schedule or 
proration according to. the percentage of the term the student was enrolled. 
An institution might also determine that all of the cash payment to the 
student was used up. If i^t >is reasonable that all funds were used, there 
would be no overpayment, j This determination is also made by the 
institution. . / " 

Once the reasonable expenses for the period of enrollment Tiave been 
determined, the institution must subtract this amount f romv the total cash 
disbursed to the student for the payment peri^pd. The composition of the 
casfi disbursement' m ust be known prior to th rs^subtract ion becauq^e any 
GSL/PLUS funds (as well as any earnings) must be excluded. The 
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resulting figure is the overpayment and from this, through, the application 
of the repayment formula discussed in the following paragraph, the amount^ 
of the student's repayment is determined •- 

Once it has been determined that- a student received an overpayment, 
tha'fe portion which must 'be returned to the Title IV- programs must i>e. 
calculated. That ) E^ortion of any cash disbursed to a student which must be 
returned to the Tittle IV programs is determined by multiplying the amount 
of the overpayment by the formula in Section 668.21 (c) (5)^ of the December 
31, 1980 General Provisions regulations. The formula is similar to^He^ 
refund formula except that it excludes GSL and PLUS loans as well ats the 
work earnings, from both the numerator and the denominator. The fformuLa 
determines the fraction to be used at^d^^is as follows: / / 

Total amount of Title IV aid (minus work 

earnings and GSL ^nd PLUS loans) . ^ 

awarded for the payment period . . 

Total amount of aid (minus work earthings 
and GSL and PLUS loans) awarded for the 
payment period . 

As with the refun'd calculation, the final step-in the repayment 
calculation requires the attribution of the repayment among the Title IV 
programs. It should be noted that, as with the refund attribution, the 
total amount of the refund and repayment to a program may not exceed the 
amount the student received from the program. 

At institutions which credit all aid to a student*s account at one time 
and then issue a check t.o the student for any amount in excess of that owed , 
to the institution, it may be necessary to have a policy which states in 
what order (i.e., programs) aid is credited to a student's account. This < 
is a necessary step if the institution is to be able to determine what type 
of funds are included in cash disbursed to the student. An alternative 
would be to assume tha*t the cash disbursed to the student is a 
proportionate combination of programs, from which the student received aid. 
Information on what funds are included in the cash disbursed to the student 
is necessary because GSL/PLUS funds must be excluded from the repayment 
calculation .* 



. Collection from the Student 

The .institution is responsible for collecting any repayment from the 
student and should have a written policy regarding the recovery of 
repayments from students. The institutional responsibility for collection 
includes billing the student, if necessary, and maintaining a receivable 
account until the obligation is paid. 



* In order to comply with the regulation, institutions must have a methodology (although 
not necessarily the methodology described above-)" to determine the composition of cash 
disbursements to students* Institutions, which do ^not have such ^a methodology may be 
assessed 'liabilities beginning with the 1984-85 award year. 



obligation is repaid, the institution has^ other 



Until the 

Responsibilities regarding requests for information by the studer)t. The 
institution must maintain records showing the repayment owed^^and must 
report this information to other postsecondary insti tut ions via the 
Financial. Aid Transcript, ^ The institution may also withhold Financial Aid 
Transcripts or academic transcripts as a result of a repayment owed, if 
such procedures have been stated as institutional policy. In addition, it 
should be made clear to students that failure to resolve the overpayment 
will impact on their ability to receive future federal Title IV student 
assistance at that institution. 



I f a' student 
repay the amount 
Department 
Val ida t ion 
Educ&>t i on 
cond i taons 



owes a repayment of Pell Grant 
due, the insti t;- u tionmay refer 



funds and has failed to 
'the overpayment to the 
1983784 Pell Grant 



of Education for colledtion, acqprding to ±he 

Handbook, pages. 54-57, Per these procedures, the^(pepartment of 
will attempt to recover overpayments if thelEollowing two 
apply: ' . V , 



The overpayment 



was 



error ; 



and 



not made ^s a result of an insi^-i tut ional 



7 



e institution has .attempted to recover the overpayment. 



Referral to the Departtnent o>f Education is appropriate if: 

• The institution has established a repayment plan and t^e 
applicant has discontinued payment; or ^ 



The applicant has never paid. 



After a case has been referred, the institution has no further 
responsibility other than to continue to withhold Title IV paym^ents to the 
student. The Department of Education will t^ke no collection action on 
cases involving . amounts less than $100; however, these students will still 
owe their overpayment and will continue to be ineligible for federal funds 
at the institution at which the overpayment occurred. 



1 
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Appendix A 
Sample Refund Policies 



< 



This appendix contains five refund and repayment policies 
from various types of institutions. These policies are provided 
for illustrative purposes only; they are not intended to be re- 
garded as the "only" way to formulate such policies. Further, 
it should be kept in mind that these policies have been extracted 
from institutional publications. Therefore, the policies may con- 
tain terms unfamiliar to the reader but which would become clear 
in the context of the publication from which the policy was taken. 

Once again, we would like to express our appreciation to 
those of our colleagues who provided their refund and repayment 
policies for inclusion in this monograph. 
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SUatc Univornaty A 



Refund and Repayment: PQlicioa 

Refund Policy > The refund policy for students withdrawing is; out- 
lined in the catalog under '^Refund ^of Pees" and ranges from a 909i y 
refund for the first and second weeks following tho first day oP / 
general registration to 50^ of all refundable fees during the fifth( 
and sixth we^eks following the fir^t day of general registration. 

Students on financial aid will not receive refunds until funds 
representing financial aid awards have been applied back to the re- 
spective accounts. Normally the refunds will be returned to programs 
on a prorated basis and according to the components of a financial 
aid package. 

Financial aid is considered to be' used first for direct educa- 
tional costs - tuition and fees and room and board, if in Univer- 
sity Housing. Therefore, if a student withdraws and is scheduled 
to -receive a refund of tuition and fees, all or part of j;his refund 
will be usec3 to reimburse the. financial aid program (s) /from which the 
student received funds. / 



If the student received financial aid in excess olf direct costs, 
a percentage of this aid may be required to be repaid, the amount de- 
pending upon how many days the student was enrolled and the amount of 
aid received. 

Repayment Policy . Some programs have specific repayment provisions 
for students who withdraw. If the refund is insufficient to cover 
the required repayment, it will be the responsibility of the student 
to make the necessary repayment. ' ' \ 

A student owing a repayment Lo any federally-sponsored student 
aid program cannot receive any type of federally-supported student aid 
disbursement for future enrollment periods unless" repayment arrange- 
ments have been made with the Financial Aid Office. 
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t IX t o u n i v c r i ty \i 



]'12 n^uurl a 1 Aid lU^ I; un<.l j^lij^Y. 

The Uni.vorr, Ity Cabalorj i;t;atcr. that "A sbviclont who officially with- 
draws from tJnivorniUy coursoB may arrnnrjo Cor a refund of fees by 
submitt-inq t:o the tmlvorsihy Comphroller evidGnco of eligibility 
for a refund." I'V)r thofjc r>tudcnt:n oTlcilblc for a refund, Homester 
foor> will bo r returned in ac^cordanco with the following nchodulo: 

A. First Refund Period: All activity foes chargable, to Spe- 
cial Services and all other semester fees less $2.50. This 
period ends on the twelfth day following the beginning of 
General Registration. 

B. Second Refund Period: 70^. of all refundable fees* This 
period ends on the fifth Friday following the beginning of 
General Regis tration . 

1*hird Refund Period: 40% of all refundable fees. The last 
refund period ends on the eighth Friday following the begin- 
ning of General Registration. 

Since Financial Aid is expected to meet or help meet educational 
costs, any tuition^ and fee refund, up to the amount of Financial Aid 
received for that ^semester or summer session, will be refunded to the 
Financial Aid Program (s) from which the student received assistance.'^ 

To determine what amount of the refund will be returned to' Title 
IV aid programs and what amount will be returned to the Non-Title IV . 
aid xerograms, the following formula will be used: 

Title IV Refund - (TVmount of Refund) x Title IV Aid Received 

Total Aid Received 

Non-Title IV Refund - Amount of Refund minus Title IV Refund 

^ In refunding monies to the various 'financial aid programs, the 
following priority listings will be used: 

A. Title IV Programs 

1. National Direct Student Loan Program (NDSL) 

2. Supplemental Educational Opportunity Grant (SEOG) 

3. Pell Grant 

B. Non-Title IV Programs 

1. State Grants 

2. Institutional Loans 

3. Institutional Scholarships and/or Grants 

4. Private Scholarships 
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state University B-continued ' % 

\ 

Under the priority listing for Title IV funds, the NDSL Program 
was listed first for two basic reasons. First, it reduces the loan 
debt of a student who is a high risk as far as defaulting on loan pay- 
ments IS concerned. Secondly, the money returned to the NDSL Program 
^can be reawarded to needy students for whom funding was not previously 
available. The SEOG Program was listed second because money returned 
to. this program can also be awarded to students for whom funding was 
not previously available\ This is not true with respect to the Pell 
,Gr ant Program, as all students m eetin g the eligibility requirements:^ 
of the Pell Grant Program will receive their award, " -- --- -- . 

As for thie non-Title IV aid programs, the State Grant Program is 
listed first because these awards are always based on need, and the 
money returned to the State Grant Program can be reawarded to other 
studerits. Institutional Loans were listed next so that the debt of 
the withdrawing student could be reduced. Institutional Scholarships 
and/or Grants were listed ahead of Private Scholarships because the 
Financial Aid Office has. control over part of these funds, and the 
possibility o^ the funds being reaywarded is probably higher. 



state University C 
Refund and Repayment Policy 

Refund Policy , Federal regulations require a proportionate refund to 
federal student aid funds (programs sponsored by U.S; Department of 
Education). The federal formula used in determining the portion of 
the fee !f:-efund to be applied to federal student aid funds: 

total' amount of federal , student aid funds 
' (excluding employment) awarded for the payment-period 
total amount of aid (excluding employment) 

awarded for the payment period \ , 



A. Your refund may be af^cted by prior obla^gations you made 
before withdrawing^ If you have, issued a bad check for 
enrollment fees, the refund will cover this obligation 

f irst. ; , 

B. The portion of refund remaining will be distributed to aPl^. 
federal aid programs not to exceed the amount received by 

- the student. 

' C. Any remaining refund not attributed to federal funds by 

using the above formula shall be apportioned to non-federal 
student aid on a pro rata basis. 
D. Refund distribution priority: 

1. National Direct . Student Loan 

2. ' Supplemental Educational Opportunity Grant 

3. Pell Grant 

4. Guaranteed Student Loans/PLUS Loans 

5. pther student aid programs . 

6. Emergency Student Loans 

7. Student 

-Students who withdraw from STATE UNIVERSITY on or before -the 
sixth Friday^of classes during the fall or spring semes'ter , ' or before 
the third Friday of classes- during a summer session may be" eligible 
for a fee refund. 



Refund Schedule 

1 me b f Wi t h"d r a wa 1 . 
On or belure.'the first Friday of classes 
On or b^ore the second Friday of classes 
On or before the third Friday of classes 
On or before the fourth Friday of classes 
On or before the fifth Friday of classes 
On. or before the sixth Friday of classes 
After the sixth Friday of classes 



Amount of Refund 



Fall/spring 


Summer 


10 0% 


100% 


90% . 


75% 


80% 

70% '"^ 


50% 


0% 


60% 


. 0% 


/-> 50% 


0% 


' 0% 


0% 
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State University C-continued 



Repayment Policy , The federal formula used in determining the po^rtion 
of student aid funds (excluding employment and Guaranteed Student Loan 
or PLUS Loan) to be returned to the federal aid program, not to exceed 
the amount advanced for the payment period: 

total amount of ^.federal student aid funds (excluding employment 

and Guaranteed Student Loan and/or PLUS Loan) - ; = 

awardejd for the payment period 

total cimount of aid (excluding employment and Guaranteed 
Student Loan and/or PLUS Loan) awarded for the payment period 

The priority repayment for student aid funds is:. • 
-i. National Direct Student Loan ♦ 

2. " Supplemental Educational Opportunity Grant 

3. Pell Grant " V 

Failure to repay the aid will encumber the student's academic and 
financial aid records preventing the student from, re-enrolling or ob- . 
taining a ff^inaricial aid transcript. 

^ ^ ) 

When a. student withdraws before the seventh week of classes and 
received student aid funds which exceed the fees paid, the student may 
be required' to return a portion of the aid. 

Repayment Schedule ' 
Time of Withdrawal 

On or before the first Friday of classes 
On or before the second Friday of classes 
On or before the third Friday of classes 
On or before the fourth Friday of classes 
On or before the fifth Friday of classes 
On or before the sixth ^Friday of classes 
After the sixth Friday of classes 



Repayment 


Required 


Fall/Spring 


Summer 


80% 


80% 


60% 


40% 


40% 


20% 


30% 


df%. 


20% 


' 0% 


10% 


0% 


0% 


0% 
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Coiranunity College 



Policy for Repayroent of Title IV Grant and EOP Grant Programs ' 

1, Grant nontuition repayment will be ^required according to the 
fo"^ lowing schedule, 

A. , 100% repayment for withdrawal prior to first day of aca~-' 

demic term. 

B. 25% repayment for withdrawal during first week of academic 
term. 

The nondirect costs incurred by the student during the first 
week of the term total 75% of the first disbursement. Students 
receive financial: 'warrants on a monthly b^sis. Units are moni- 
tored prior to each disbursement. Warrants are cancelled for 
nonenrollment 0r fewer than 6 credits . 

2, Tuition refunds involving Title IV grants and EOP grants will 
be refunded Ao the appropriate college account as follows: 

90% duting the first week of instruction 
75% during the second week of instruction 
« 50% during the third week of instruction 
2 5% during the fourth week of instruction 
Summer session refunds involving Title IV grants and EOP grants 
will ^ be refunded as follows: 

NSO% during the first week of instruction 
50% during the second week of instruction 



EKLC 



44 



es 



lerefore, 
ind school's 



Technica-1 School 

Cancell ation and Refund Policy/Enrollment Agreement Polici 

Where prepayment arrangements are agreed to, it must be understood 
that this IS only for the financial convenience of the student. It 
IS not to be interpreted as payments for any time period. in ac- 
cepting applicatibns, TECHNICAL SCHOOL commits the school to furnish 
a complete trainihg program with all the facilities , ^ staff and equip- 
ment necessary to train the accepted applicants. Accordingly, having 
made such a commitment, there exists the following refund policy: 

^The school realizes that conditions do. arise that cause changes 
in plans and attitudes of prospective enroll4es. Under such circum- 
stances pro\^isions for cancellation! should be made. Th( 
please consider the following methods of cancellation ai 
refund policy. 

A. Full refund of all monies paid if applicant is rejected by 
/ the school prior to commencement of studies. , " 

An applicant not requesting cancellation by his scheduled 
/ starting date will be^gonsidered a student. Such a request 
must be made by registered letter, by the student, directed 
to the school. ' 

C. A, student cancelling this agreement within ten (10) busi-' 
ness days of signing of this agreement-will be refunded all 
monies remitted. Saturday is . considered a business day 

by TECHNICAL 5CH00L. 

D. A student cancelling this agreement after ten (10) busi- 
ness days have passed, but prior Ito the beginning of the 
resident training, must pay/ $100 .V)0 . All additional monies 

_ shall .be refunded in accordance with specific State Laws. 

E. A stud^rit who starts class and officially withdraws during 
the first\ calendar week of the quarter (12 weeks) shall be 
granted a refund of 75% of the tuition cost of that spe- 
cific quarter. ■ , 

F. A student who of ficially' withdraws during the second calen-- 
dar week of the quarter' (12 weeks) sMall be granted . a ■ re- 
fund of 50% of the tuition cost of t^iat specific quarter. 

G. A student who officially withdraws during the third calen-, 
dar week of the quarter (12, weeks) shall be granted a re- * • " 
fund of 25% of the tuition cost of that specific quarter; 

H. A student who officially withdraws beginning with the fourth 
calendar week of the quarter (12 weeks) will not be enti- 
tled to a refund of any portion of the tuition collected 
for that specific quarter. 

I. Official withdrawal for refund purposes is the date of ter- 
mination and is defined as: 

a. The last day of . attendance if the. student is terminated 
by the school; or 

b. The date of receipt of written notice of withdrawal 
from the student. 



Technical. School - continued 



J. Refunds shall be returned to the student within thirty (30) 
days after receipt of a written request or termination by 
the institution. 

K. A student acknowledges, by his signature on the School 

Enrollment; Agreement, that he can provide funds needed for 
room and Board during the period of ^training. 
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Appendix B 



Calculation of Refunds and Repayments 
at Traditional Institutions 

Sample Case Studies 



1 



47 



ERIC 



m 



Pact Sheet 



The institutional information which follows is designed to be 
used in conjunction with the "Student Information'^ contained later 
in this appendix to^calculate the appropriate refund ' and/or Repay- 



ment. 



institutional Refund/Repayment Policy 

• Tuition and fees are refunded according to the following^ 
schedule : 

• . ; ^ - \ ■ 

Before' the end of the registration period 100% 

Within the first week 80% 

Within the second week 6o% 

Within the third week . 40%^ 

Within the fourth week 20% 

After the fourth week * 'o% 

• lnstitutionally-<qontracted room and board are refunded on^a 
pro rata basis of 15 weeks per term. . '^^^ 

•■ • Living expenses (including off-campus room and board) are pro- 
rated based upon a 15 week term (30 week academic year). 

• Half of the academic year allowance for books, supplies and 
miscellaneous expenses is considered to used at the begin- 
ning of each terra. 

Allocation Policy 

The institution's allocation policy is/as f ol/Lows : 

• 1st. to NDSL 

• 2nd to SEOG 
o 3rd to GSL 

• 4th to Pell Grant ^ 

• 5th to State Grant ^ ' ' 

• 6th to Institxitional. Scholarship 

• • 7.th to Student/Family 

Cost of Attendance for Academic Year 

• Tuition and fees " $3./dOO 

• Room (on-campus) 1,050 
m Board 1,150' 

• Books , supplies and miscellaneous 3.50 

• Transportation • 600 

• Personal 1>200 

t',^ 1 

.Total . j' $7,350 
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P^a^t Sheet - continued 



4 



Payment and Application of Aid , ■ 

• All students receive one-half ojf their total academic year 
awards at the beginr^dlig of each semester. 

• Aid is first applied toward : tuition and fees, then toward 
institutiona*lly-contracted room and/or board charges. 

• Remaining balances are returned to the student. 
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student Information ^ 

Assume. all of the following student? reside on~campus in 
institutional housing and do not contract with the institution for 
board. 



Student A 




SEOG \ \ . $ 600 

NDSL. \ 950 

CW-S \ ' 1,000 

Pell Grant • \ 1,188 

Guaranteed Student Loan ^ 2,500 

Institutional Scholarship 800 

Total Aid $7,038 

Student A withdraws during the second week. of school. This student 
has received one-half of his GSL at the time of withdrawal. 

Student B \^ 

Aid awards for the academic year: 

» 

• SEOG $ 600 

• ' NDSL 950 

• CW-S 1,000 

• Pell -Grant 1,188 

• Institutional Scholarship 800 

Total Aid * $4,538 
Student B also withdraws during the second week of school. 

Student G , " ' ^ 
Aid awards for the academic year: 

• . State Grant (inclucjes SSIG) $1,000 

• Institutional Scholarship 600 

Total Aid ^ ' $1,600 
Student C withdraws during the third week of school. 
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Solutions 



Student A 

0 <trhe first step involves the d . termination of the amount of the 
refund. The refund for tuition ar.d. fees is calculated as follows; 

$1,500 X .60 = $900. 

Thus, the refund for tuition and fees is $900. 

The refund for institutionaLly-contracted room charges is cal- 
culated by determining a weekly amount ($1,050 -f 2 = $525 t 15 = 
$35). This weekly amount ($35) is multiplied by the number of weeks 
. used (2) and then the result ($70) is subtracted from the total paid 
for the term ($525) • The result,- $455, is the amoupt of the room 
refund. 

•> 

The total refund is the sum of the tuition and jEees refund and, 
the room refund: $900 + $455 = $1,355. 

The second step requires the institution to determine what por- 
tion of the total : " .■i" ($1, 255 in this case) is allocable to the 
^ Title IV programs. ^axb Is done through the use of the following 
formula : 

total amount of Title IV aid (minus work 
Refund due x earnings) awarded for the;, payment period 
total amount of aid (minus work earnings) 
awarded for the payment period 

Application of this formula yields the Title IV portion of the 
refund. The calculation follows: 

$1,355 X $300 (SEOG) + $475 (NDSL) 4- $594 (Pell) + '$1,250 (GSL) 

$3pO(SEOG) + $475(NDSL) + $594 (Pell) + $1,250(GSL) + 
$400 (Institutional Scholarship) 

^ $1,355 X $2,619 = $1,175 
$3,019 

Therefore, $l,175lof the $1,355 isdue back to the Title IV 
programs. \ 

m The third step requires the attribution of the $1,175 among the 
Title IV programs. This is done according to the institution's pol- 
icy. In this case, the $1,175 refund . is attributed as follows: 

' ■ * ' ^ ~" 

$475 to NDSL 

$300^ to SEOG - 
$400 to GSL \ ■ ^ ' 

The remaining $180 would be returned to the Institutional Schol- 
arship fund. 

r ■ •' ^ . 

i .. , : ■ ■ 
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Solution, Student A - continued 



9 With the refund calculated and allocated, the next step is to 
determine if the student received an overpayment. After the insti- 
tutional charges of $2,025 ($1,500 in tuition and fees and $525 in 
room charges) were satisfied, the student received a cash disburse- 
ment of $994. In determining if the student received an overpay- 
ment, the institution must first make certain that any GSL funds are 
extracted from the cash disbursement. This institution does not have 
a prescribed order for applying funds to students' accounts, there- 
fore the institution must determine^N:^ amount of GSL funds in _the 



by calculating the proportion of GSL to total aid. 
into account the amount of GSL the student actually 
he payment period. Thi^s is illustrated by the fol- 



cash disbursement 
The formula takes 
received during t 
lowing: 

Cash disbursement x total GSL award disbursed in payment period 

total amount of aid (minus work earnings) 
disbursed in payment period 

^ $994 X $1,250 = $412 

$3,019 < 4 

•■ ■ I 

Thus, the GSL portion of the cash disbursement is $412. This 
amount should.be subtracted from the cash disbursement. The result, 
$582, is the, cash disbursement from which any overpayment will be ' 
determined. 

m The next step is to estimate the other expenses incurred during 
the period of attendance. The institutional refund policy indicates 
hoW non-institutional ch'^rg^s are prorated. Living expenses are pro- 
rated ^on a weekly basis based on the fact that the cost of attendance 
is predicated on two 15 week terms. Thus, a weekly cost could be 
approximated for these /expenses . These weekly costs, multiplied by 
the two weeks the student was enrolled, are as follows: 

Board \ $1,150 i 2 4 15 = $38 x 2 = $76 

Transportation $ 600 t 2 -r 15 = $20 x 2 = $40 

Personal $1,200 ? 2 4- 15 = $40 x 2 = $80 

Total costs incurred for \2 weeks'^^ $196 

In aiddition to these evenly incurred expenses, it is assumed ac- 
cording to the institutional refund policy that the books, supplies, 
and miscellaneous allowance for the term is considered to be used at 
the beginning of the term." This allowance, $175, added to the student's 
other living expenses of $196 yields a total of $371 for indirect edu- 
cational expenses. 
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Solution, Student A - continued 

Subtracting this amount ($371) from the cash disbursement of $582 
results in a total overpayment of $211. 

• The portion of the overpayment which is allocable to tbe Title IV 
programs is determined through the use of the following formula^ 

' ^ total amount of Title IV aid (exclusive of w^i^k 

Overpayment x earnings & GSL/PLUS) awarded for payment period 

total amount of aid (exclusive of work earnings 
~ — - &—c;sri/PtUS-)- awarded for payment-period " * 



Application of this formula yields the following: 

$211 X $300(SEOG) + $475(NDSL) ^ $594 (Pell) 

$300(SEOG) + $475(NDSL) + $594 (Pell) + 
$400 (Institutional iScholarship) 

$211 X $1,369 = $163 

$1,769 I 

] 

Therefore, $163 of the repaionent is due^back to the Title IV 
programs . ^ . 

e As witli\ the refund calculation, the final step in the repayment 
calculation requires the attribution of the $163 among the Title IV 
programs. According to the institution's policy, all of the money 
would go back to the Pell Grant Program. This is because the refund 
attribution totally repaid the NDSL and SEOG programs, and GSL, the 
third program in the attribution policy, is excluded from the repay- 
ment formula, ^ \ 

\. 

The remaining $48 would be returned to the Institutional Scholar- 
ship fund. ' , . 
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student B 



• The first step involves the deterrnination of the amount of the 
refund. The refund for tuition and fees is calculated as follows: 

$1, 500 X .60 = $900. 

Thus, the refund for tuition and fees is $900. 

The refund for institutionally-contracted room charges is cal~ 
culated by determining a weekly amount ($1,050 f 2 = $525 -7 15 = $35) 
This weekly amount is multiplied by the number of _wef^kj^__liaed_C_$J-5^j?^ 
2 = $70) and then/the result ($70) is subtracted from the total paid 
for the- term ($525). The result of this subtraction, $455, is the 
amount of the room refund. 

The total refund is the sum of the tuition and fees refund and 
the room refund: $900 + $455 = $1,355. 

The second step requires the institution to determine what por- 
tion of the total refund ($1,355 in this case) is allocable t"^ the 
Title IV programs. This is done through the use of the following 
formu^^: 

1 total amount of Title IV aid (minus work 

Refund due x earnings) awarded for the payment period 

total amount of aid (minus work earnings ) 
awarded for the payment period 

i 

Application of this formula yields the Title IV portion of the 
refund. The calculation follows: 

$1/ 355 x $300 (SEOG) -f $475 (NDSL) -f $594 (Pell) - 

$300 (SEOG) + $475 (NDSL) + $594 (Pell) + 
$400 (Institutional Scholarship) 

$1,355 X $1, 369 = $1,049 
$1,769 

Therefore, $1,049 of the $1,355 refund is due back to the 
Title IV programs. 

• The third step requires the attribution of the $1,049 among the 
Title IV prolgrams. This is done according to the institution ' s pol- 
icy. In this case, the $1,049 refund would be attributed as follows: 

^475 to NDSL 
,$300 to SEOG 
$274 to Pell Grant 

The remaining $306 would be returned to the Ins titutional ' Schol- 
arship fund. 
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Solution, Student B - ^continued 



• The next step is to determine if the student received an over- 
payment. In this case, all of the student's financial aid was applied 
to his account 'for satisfaction of institutional charges. The student 
received no cash disbursement, therefore, there is no overpayment. 

• If there had been an overpayment , the portion of the overpayment 
allocable to the Title IV programs would be determined through the 
use of the following formula: * - - 

total amount of Title IV aid (exclusive of work 
Overpayment x earnings & GSL/PLUS) awarded for payment period 

total amount of; aid (exclusive of work earnings 
& GSL/PLUS) awarded for payment period 

• . As with the refund calculation, the final step in thie repayment 
calculation requires attribution of the overpayment according to the 
institution's policy. 
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student C 



m y The first step involves the determination of the amount of the 
refund. The refund for tuition and fees is calculated as follows: 

$1,500 X .40 = $600. 

Thus, the refund for tuition and fees is $600, 

The refund for institutionally-contracted room charges is cal- 
culated by determining a weekly amount ($1, 050 r 2 = $525 ^- 15 = $35) 
This weekly amount is multiplied by the number of weeks used ($35 x 3 
= $105) and then the result ($105) is subtracted froin the total paid 
for the term ($525). The result of this subtraction, $420, is the 
amount of the room refund. 

The total refund is the sum of the tuition and fees refund and 
the room refund: $6 00 + $4 20 = $1 , 020 • ^ 

• The second step requires the institution to determine what por- 
tion of the total refund ($1,020 in this case) is allocable to the 
Title IV programs. This. is done through the use of the following 
formula: 

total amount of Title IV aid (minus work 

Refund due x earnings) awarded for the payment period 

total amount of aid (minus work earnings) 
awarded for the payment period 

Application of this formula yields the Title IV portion of the 
refund. The calculation follows: 

$1, 020 X $500 (State Grant: includes SSIG funds) _■ 

$500 (State Grant : includes SSIG funds) + 
$300 (Institutional Scholarship) 

$1,020 X $500 = $638 
$800 

Therefore, $638 of the $1,020 refund is due back to the Title IV 
programs . 

• The third step requires the attribution of the $638 among the - 
Title IV programs. This is done according to the institution's pol- 
icy. In this case, the $638 refund is attributed as follows: 

$500 to State Grant 

The student received only $500 in Title IV funds . Therefore , 
$520 still remains to be refunded. Of this $520, $300 v/ould be re- 
turned to the Institutional Scholarship fund and $220 would be re- 
turned to the student. 
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Solution, Student C - continued 

¥ 

e The next step is' to determine if the student received an over- 
payment. In this case, all of the student's financial aid was applied 
to his account for satisfaction of institutional charges. The student 
received no cash disbursement, therefore, there is no overpayment. 

If there ha'd-been ' an overpayment, the portion of the overpayment 
allocable to the Title IV ^programs would be determined through the use 
of the following formula: 

total amount of Title IV aid (exclusive of work 
Overpayment x earnings & GSL/PLUS) awarded for payment period 

total amount of aid (exclusive of work earnings 
" & GSL/PLUS) awarded for payment period 

m As with the refund calculation , the final step in the repayment, 
calculation requires the attribution , of the overpayment acco'rding to 
the institution's policy. , 
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Appendix C 

Calculation of Refunds and Repayments 
at Non-term, Based ^nd Clock Hour 
Institutions 

Sample Case Studies 
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Pact Sheet 



The institutional information which follows is designed to be 
used in conjunction with the "Student Information" contained later 
in this c(ppendix to calculate the appropriate refund and/or repay- 
ment. 

Institutional Refund/Repayment Policy 

• Tuitioji is refunded based on the percentage of clock hours com 
pleted relative to the total number of hours in the program, 
according to the^ following schedule: 

% of total - tuition 
% of clock hours completed retained by institution 

0 0% 

1 - 4.9% 20% 
5 - 9.9% 30% 

10 - 14.9% 40% 
. 15 ~ 24.9% 45% 
25- 4 9.9% 70% 

50% and above 10 0% 

• The one time fee of $100 is nonrefundable. 

Living expenses are prorated based upon the length of time the 
student attends. If a student attends any portion of a week, 
the entire week is counted for purposes cf proration. 
/ 

• Books, supplies, and miscellaneous f^xpene^s are considered to 
be incurred equally at the beginning of each payn.ent period 
(i.e., if there are two payment periods, onfj-half would be in- 
curred at the beginning cf each payment period) . 

Allocation Policy 

The institution '^^)allocation policy is as follows: 

• 1st to SEOG . , 

• 2nd to NDSL • . " , 

• 3rd to GSL 

• 4th to Pell . 

■ / 

Program/Academic Year Lenc^t h 

• These students are ^sinrolled in a 900 hour programv^^,,^ 

• Full time status in this prograi?. is 25 hoars per week. 

• The academic year at this institntion is 900 hours. 



Pact Sheet - continued 



Cost of Attendance for Program 

o Tuition $2,300 

Nonre,i:undaiDir-i fee (one-time) 100 
Room and boari (iiot contracted with the institution) t 2,500 

Rooks, supplies, and miscellaneous / 300'' 

Transportation - 400 

Personal Expenses ^ 1,000 



Tota] 

P ayment and Application of Aid 



$6,600 



• The student is "obligated for the total amount of tuition at the 
time of initial enrollment. Tuition can be paid in egual in-" 
stal].me,nts at the beginning of each payment period. These stu- 
dents take advantage of this payment option. 

The $100 fee must be paid at the time of the first tuition 
payment • f 

m Aia IS ere ted to the student's account at thte beginning of 
each payment period; remaining balances are returned to the 
student. , 

• Each payment period is' 4 50 hours. 
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student Information 



Assume all of the following students reside off-campus and have 
no contractual arrangements with the institution for room or board. 
They. are all enrolled in the same program. 



Student D 



Aid awards for the program: 



CW-S $1,000 



SEOG 



800 



NDSL 700 

Pell Grant 976 

Private Scholarship" , 1,200 

GSL \ " 1/500 

Total Aid ' -.^ ^ -^^^^ ^^ ,Y1^ 

Student D enrolls as a full-time- student and withdraws after com- 
pleting 144 hours. He receiyed pne-half of -his GSL, 

\ 

Sttrderft E 4 
Aid awards for the ^ogram: 



• 


cw-s . 


\ . $1,000 


• 


SEOG 


1 800 


• 


NDSL 


700 


• 


Pell Grant 


976 




Private Scholarship 


1 2,000 




Total Aid 


$5,476 



student .E withdraws after completing 176 hours as a full-time student 
Student F 



Aid awards 'for the program; 



Pell Grant \ $ 9.76 

GSL. ^ 2,500 X , 

Total Aid $3,476 jt^^ 



Student F's GSL lender disburses the entire $2,500 during th^^^t^rst 
week of school. Student F withdraws after completing 34 hours as a 
full-time student. 
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Solutions 

) 

Student D ' 

• The first step involves the determination of the amount of the 
total program charges ^obligated that the institution is allowed to 
retain if the student drops out before completing the course. This 
institution h^s a refund policy wH\ich is expressed in termfe of the 
percentage of clock hours completerd relative to the total (jn umber of 
clock hours in the program.- The ]:\ercentage of the course ^'this stu- 
dent completed must be calculated \s follows: > ^ 

144 hours completed = 16% 

900 hours in the program 

Because this student completed between 15 - 24.9% of the clock 
hours in the program (or 16%), the insti tuti<D,n is entitled to retain 
45% of the total program costs. Thus, " . , 

$2, 300 ' : . 45 = $1, 035. 

In addition, the institution also retains the $10,0 fee; 
therefore, 

$1,035 -f $100 = $1,135. 

• To dete'rmine the total amount of the refund and subsequently, the 
portion of the refund allocable to the Title IV programs, requires a 
determination of the charges paid to date. This student paid half of 
the $2,300^ tuition charge and all of the nonrefundable $100 fee. Thus, 

.$2,300 7 2 = $1,150 +^$100 = $1, 250, ^ • 

The amount of the refund due is the difference between the amount 
paid to date ($1,250) and the portion of the program charges the in- 
stitution is allowed to rqtain ($1,135). The total amount of the re- 
fund is determined as follows: 

$1, 250 - $1,135 = $115 . ' . 

• The next step requires the institution to determine what portion 
of the total refund ($115) is allocable to the Title IV programs. This 
is done through the use of the following formula: 

total amount of Title IV aid (minus work 
Refund Due x earnings) .awarded for the payment period ^ 
total amoi!int of aid (minus work earnings) 
awarded .for the payment period 



'Solution, Student P - continued 



Application of this fqirmula yields the Title IV portion of the 
refund. The calculation follows: 

$115 X $400 (SEOG) -f $350 (NDSL) + $488 (Pell) + $750 (GSL) 

$400 (SFOr.) + $350 (NnSL) + $488 (Pell) + $750 (CSI.) + 
$600 (Private Scholarship) 

$115 X $1, 988 = $88 

$2, 588 / 

':"herefore, $88 of the $115 refund due back to the^. Title IV 
programs . . . ^ 

m The final- step in the refund calculation requires the attribution 
of the $88 among the Title IV program?. This is done according to the 
institution's policy. In this case the entire $88 would be returned to 
the SEOG Program. 

The remaining $27 could be returned either to the Private Scholar- 
•^hip donor or to the student. 

• . with the refund calculated and allocated, the next step is to de- 
termine if the student received an overpayment. After the institu- 
tional charges of $1,250 ($1,150 in tuition arid the $100 nonrefundable 
fee) were satisfied, the student received a c^sh disbursement of 
$1,338. In determining if the' student received an overpayment, the 
institution must first make certain that any GSI. funds are extracted 
from the cash disbursement. This institution does not have a pre- 
scribed order for applying funds to students' accounts, therefore, the 
i-nstitution must determine the amount of GSL funds in the cash dis- 
bursement by calculating the proportion of GSL to total aid. ^ The 
formula takes into account the amount of GSL the student actually re- 
ceived during the payment period. This is illustrated by the following 

' ■ Cash disbursement x total GSL award disbursed in paym^ent period 

total amount of aid (minus work earnings) 
disbursed in the payment period 

$1, 338 X $ ■ 750 =|$388 

$2,5 88 ' 

Thus, the GSL portion of the cash disbursement is $388. This 
amount should be subtracted from the cash disbursement. The result, 
$950, is the cash disbursement from which any overpayment will be de- 
termined. • 

V ; 

• The ne2<t step -is to estimate the other expenses incurred during 
the period ol^^^^t^'n^noe . The institutional refund policy indicates 
that living expensesXare prorated on a weekly basis. . Based upon a 
weekly schedule. Df 25\hours per week, and the fact that the student 
completed 144 hours prior to withdrawal, this student attended approx- 
imately six„weeks. The. cost of attendance is predicated on nine 
months or approximately 36 weeks. Using this information , weekly costs 
for room an^^oard, personal expenses, and transportation can be de- 
termined. Th^se weekly costs, multiplied by the six weeks the student 
was enrolled, are as follows: r> n 



Solution, Student D - continued 



Room and board $2,500 r 36 = $69 x 6 = $414 

Transportation $ 400 + 36 = $11 x 6 = $ 66 

Personal Expenses $1,000 ^ 36 = $28 x 6 = $168 



Total costs incurred for 6 weeks $648 

Further, according to institutional policy, it is assumed that 
one-half of the books, supplies, and miscellaneous allowance for the. 
program is incurred at the beginning of each payment period. Thus, 
this student incurred $150 in these expenses. 

This allowance of $150, when added to the student's other living 
expenses of $648, results in a total of $798 for indirect educational 
expenses. Subtracting this amount ($798) from the cash - disbursement 
the student received ($950) yields an overpayment of $152. 

• The portion of the overpayment which is allocable to the Title 
IV programs is determined through the use of the following formula: 

total amount of Title IV aid (exclusive of work 
Overpayment x earnings & GSL/PLUS) awarded for payment period 

total amount of aid .('exclusive of work earnings 
& GSL/PLUS) awarded for payment period 

Application of this 'formula yields the following : 

$152 ' X $400 (SEOG) + $^350 (NDSL) + $488 (Pell) ^ 

( $400,(SEOG) + $350 (NDSL) + $488 (Pell) + 

$600j(Private Scholarship) 

$152 X $1, 238 = $102 

$1,838 

Therefore, $102 of the repayment is due back to the Title IV 
programs. • . 

• As with the refund calculation, the final step in the repayment 
calculation requires the attribution of the $102 among the Title IV 
programs. According to the institution's policy, all of the money 
would be returned to the SrpOG Program. 

The remaining $50 could be returned to either the Private Schol- 
arship^ donor or the student. 
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student R 



0 The first step involves the cletermi.nation of the amount of the 
total program' charges obligated that the institution is allowed to 
retain if the student drops out before completing the course. This 
institution has a refund policy which is expressed in terms of clock 
hours completed relative to the total number of clock hours in the 
program. The percentage of the course this student completed must 
be calculated as follows: 

176 hours completed =20% 
9 0 0" hours in program 

Because this student completed between 15 - 24.9% of the clock 
hours in the program (or 20%), the institution is entitled to retain 
45% of the tota]i program costs. Thus, 

$2, 300 X . 45 = $1,035. 

In addition, the institution also retains the $100 fee; therefore 
$1,035 + $100 = $1,135. 

• To determine the total amount of the refund and subsequently, 

the portion of the refund allocable to the Title IV programs , requires 
a determination of the charges paid to date. This student paid half 
of the $2,300 tuition charge and all of the nonrefundable $100 fee.- 
Thus , 

$2,300 ^ 2 - $1,150 + $100 - $1,250. 

^ The amount of the refund due is the difference between the amount 

paid to date ($l,2b0) and the portion of the program charges the in- 
stitution is allowed to retain ($1,135) . The total amount of the re- 
fund is determined as follows: 

$1,250 - $1,135 - $115. ^ I 

• The next step requires the institution to determine what portion 
of the total refund ($115) is allocable to the Title IV programs. 
This is done through the use of the following formula: 

total amount of Title iV aid (minus work 
Refund due x earnings) awarded for the payment period 
;total amount of aid (minus work earnings) 
awarded for the payment period 

Application of this formula yields the Title IV portion of the 
refund, -^he calculation follows: 
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Solution, Student E - continued 

$115 X $400 (SEOG) ^ $350 (NDSL) ^ $488 (Pell ) 

" $400(SEOG) ^f' $350 (NDSL) > $488 (Pell) 'T"^ 
$1, 000 (Private Scholarship) 

$115 X $1, 238 $64 
$2,238 

Thoroforo, $64 of the $115 refund is due back to the Title IV 
progriuns . 

• The final step in the refund calculation requires the attribu- . 
tion of the $64 among the Title IV programs. This is done according 
to the institution's policy. In this case the entire $64 would be 
returned to the SEOG Program. 

<| 

The remaining $51 could be returned either to the Private Schol- 
arship donor or the student. 

• With the refund calculated and allocated, the next step is to 
determine if the student received an overpayment. \After the institu- 
tional charges of $1,250 ($1,150 in tuition and $100 in nonrefundable 
fee) were satisfied, the student receiyed a cash disbursement of $988. 

• The next step is to estimate the other expenses incurred during 
the period of attendance. The institutional" refund policy indicates 
that living expenses are prorated on a weekly basis. Based upon a 
weekly schedule of 25 hours per week, and the fact that the student 
completed 176 hours prior to withdrawal, this student attended approx- 
imately 8 weeks. The cost of attendance is predicated on nine months 
or approximately 36 weeks. Using this in.toiination, weekly costs for 
room and board, personal expenses, and tran^^portation can be deter- 
mined. These weekly costs, multiplied by the 8 weeks the student was 
enrolled, are as follows: 



Room and board $2,500 t 36 = $69 x 8 = $552 

Transportation $ 400 -J 36 = $11 x 8 = $ 88 

Personal expenses ' $1,000 36 = $28 x 8 = $224 

Total costs incurred for 8 weeks $864 

Further, according to institutional policy,, it is assumed that 
one-half of the books, supplies, and ipiscellaneous allowance . for the 
program is incurred at the beginning of each payment period. Thus, 
this student incurred $150 in these expenses. 

This allowance of $150, when added to the student's other living 
expenses of $864, results in a total of $1,014 for indirect educa- 
tional expenses. This exceeds the cash payment of $988, thus there 
is no overpayment. 

• If there had been an overpayment, the portion of the overpayment 
allocable to the Title IV programs would be determined through use of 
the following formula: 

' c-8 




Sol u I: ion, Student K - continued 



total amount of Title XV aid (oxclutiivo of work 
Overpayment x ec irninc/s ^ GSL/ PLUS) ciweirdod for pa ytnont period 
^ to tal>^ amount of aixTHfoxclunivo of woTk earnings 
& ClSL/pr;US) awarded for payment period 

# I\s with the refund calculation, the final step in the repayment 
calculation requires the attribution of the overpayment according to 
the institution' s policy. 
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• *Vho 1 IrMt titop invol vor. I. ho dtM-tu^n i nal i on of^ l:h<^ amount of i:lu;^ 
total proqram cluarcjon obllqatod that tho institution in allowed to 
rota in it the ntudtnU: droim out t)oforo coinplotinq tho c!o\n^Mo, '^Mri n 

i n;: I i tai t j on Itan a rorun<l fK)licy whioli \ i\ ("^xiu'cnnod in t.c^rmn of tdio \)ov 
contar((? of clock huurn (;ornp1otod roLatlvo to tlu? total nurntior of c?lock 
hourn i.n tl)o ru:-oqrain. '^ho pcrcontaqo o^' the courno thin ntu^lont com- 
plotod niunt bo calculated a;; follows: 

14 hours complot.od - At 
() 0 1 to u r: .M hi t > r o Vf t: n ni 

fkH'aune thin ntudont completed botwcuni I - 4.0V. of tho clock 
ho u r n i. n tho p r o q r a m (or 4 v. ) , t h e i n s t ;i t u t i o \ \ i s c n t i 1 1 o d t o r e t a 1 n 
201 of: the total |)roqram contn. Thun, 

Tn addition, the institution also L'otains the $100 nonrefundable 
fee ; therefore : 

$460 i $100 $560 

• To dctorminG the total amount of the refund and subsequently, the 
portion of the refund allocable to the Title IV programs, requires a 
determination of the charges paid to date. This student paid half of 
the $2,300 tuition charge and all of the nonrefundable filOO fee. Thus 

$2, 300 T 2 - $1,150 -f $100 5^1,250 

The amount of the refund due is the difference between the amount 
paid to date ($1,250) and the portion of the program charges the in- 
stitution is allowed to retain (S560) . The total amount of the refund 
is determined as follows: 

$1, 250 - $560 = f^690 . 

• The next step requires the institution to determine what portion 
of the total refund ($690) is allocable to the Title IV programs. 
This is done through the use of the following formula: 

total amount of Title IV aid (minus work 
Refund due x earnings) awarded for the payment period 
total amount of aid (minus work earnings) 
awarded for the payment period 

Application of this formula yields the ':^itle IV portion of the 
refund. The calculation follows: 
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Solution, Student F - continued 



$690 X $488 (Pell) + $1,250(GSL) 
$488(Pell) + $1,250(GSL) 



-^690 X $1,731 



$1,738 



= $690 



Therefore, 5^690 of the $690 refund is due back to the Title IV 
programs . 

# The final step in the refund calculation requires the attribution 
f the $690 among the Title IV programs. This is done according' to 

che institution's policy. In this case, the entire $690 would be re- 
turned to the GSL lender. 

• With the refund calculated and allocated, the next step is to 
determine if the student received an overpayment. After the institu- 
tional charges of $1,250 ($1,150 in tuition and the $100 nonrefundable" 
fee) were satisfied, the student received a cash disbursement of 
$1,738. In determining if the -student received an overpayment, the 
institution must first make .certain that any GSL funds are extracted 
.from, the cash disbursement. This institution does not have a pre- 
scribed order for applying funds to students' accounts, therefore, 

the institution must determine the . amount of GSL funds in the cash 
disbursement by calculating the proportion of GSL to total aid. The 
formula takes into account the amount of GSL the student actually re- 
ceived during the payment period ($2,500 in this case) as oppposed to 
the amount intended to be awarded for the payment period ($1,250 in 
this, case). This is illustrated by the following: 



Cash disbursement x 



total GSL award disbursed in payment period 
total amount of aid (minus work earnings) . 
disbursed in the payment period 



■^1, 738 x\ $2,500 = $1,454 
^$2,988 

''hus, the GSL portion of the cash disbursement is $1,454. This 
amoanc* should be subtracted from the cash disbursement. The result, 
-$284, is the cash disbursement from which any overpayment will be de- 
termined. 



m The next- step is to estimate the other c 
the period of attendance. The institutional 
that living expenses are prorated on a weekly 
weekly schedule of 25 hours per week, and the 
completed 34 hours prior to withdrawal, this s 
imately 2 weeks. The cost of attendance is p 
or approximately 36 weeks . Using this inf orma 
room and board, personal expenses, and transpo 
mined. These- weekly costs, multiplied by the 
enrolled, are as follows: 



\ .nses incurred during 
^.fund policy indicates 
basis. Based upon a 
fact that the student 
tudent attended approx- 
redicated on nine months 
tion, weekly costs for 
rtation can be deter- 
2 weeks the student was 
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Solution, Student F - continued 



Room and board 
Transportation 
Personal expenses 



Total costs incurred for 2 weeks $216 

Further, according to the institutional policy, it is assumed 
that one-half of the books, supplies, and miscellaneous allowande for 
the program is incurred at the beginning of each payment period. Thus, 
this student incurred $150 in these expenses. 

This allowance of $150, when added to the student • s other living 
expenses of $216, results in a total of $366 for indirect educational 
expenses. This ex^eds the cash payment of $28^, thus there is no 
overpayment. 

# If there had been an overpayment, the portion of the overpayment 
allocable to the Title IV programs would be determined through use of 
the following formula: ^ i 

total amount. of Title IV aid (exclusive of work 
' Overpayment x earnings & GSL/PLUS) awarded for payment period 

total amount of aid (exclusive of work earnings 
& GSL/PLUS) awarded for payment period 

• As with the refund calculation, the final step in the repayment 
calculation requires the attribution of the overpayment according to 
the institution's policy. / 

/ 



$2,500 
$ 400 
$1,000 



4- 36 = 
f 36 = 
^ 36 = 



$69 X 2 
$11 X 2 
$28 X 2 



= $138 
= $ 22 
= $ 56 



/ 

/ 
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